A Critical and Quantitative Analysis of the Relationship Between Informal Institutions and Economic Development by Fearnley, Nicholas William
 
UNIVERSITY OF SYDNEY 
 
 
FACULTY OF ARTS AND SOCIAL SCIENCES 
 
 
 
 
 
A CRITICAL AND QUANTITATIVE ANALYSIS 
OF THE RELATIONSHIP BETWEEN INFORMAL 
INSTITUTIONS AND ECONOMIC 
DEVELOPMENT 
 
 
 
 
 
 
NICHOLAS W FEARNLEY 
 
 
 
2016 
 
 
 
A THESIS SUBMITTED IN FULFILMENT OF THE REQUIREMENTS OF THE 
DEGREE OF DOCTOR OF PHILOSOPHY 
 
 
SUPERVISOR: ASSOCIATE PROFESSOR DILIP DUTTA !
  i!
! !
CERTIFICATE(OF(ORIGINALITY(
!I! hereby! declare! that! this! submission! is!my! own!work! and! to! the! best! of! my!knowledge!it!contains!no!materials!previously!published!or!written!by!another!person,! nor! material! which! to! a! substantial! extent! has! been! accepted! for! the!award! for! any! other! degree! or! diploma! at! the! University! of! Sydney! or! at! any!other! educational! institution,! except! where! due! acknowledgement! is! made! in!this!thesis.!!Any!contribution!made!to!the!research!by!others,!with!whom!I!have!worked!at!the!University!of!Sydney!or!elsewhere,!is!explicitly!acknowledged!in!this!thesis.!!I!also!declare!that!the!intellectual!content!of!this!thesis!is!the!product!of!my!own!work,!except!to!the!extent!that!assistance!from!others!in!the!project’s!design!and!conception!or!in!style,!presentation!and!linguistic!expression!is!acknowledged.!!…………………………………………!! Nicholas!Fearnley!! !
  ii!
! !
ACKNOWLEDGEMENTS(
I! express! my! thanks! and! gratitude! to! my! supervisor,! Dilip! Dutta,! for! his!knowledge,!support,!and!direction!during!my!PhD!studies.!!!In!addition!to!my!supervisor,!I!express!thanks!to!Stephen!Whelan!for!making!my!transition! into! the! School! of! Economics! as! smooth! as! possible,! and! to! my!honours! supervisor! Sid! Gray! for! encouraging! me! to! pursue! a! PhD! and! his!continued!interest!in!my!studies.!!I! thank!Simon!Kwok,!Garry!Barrett!and!John!Ormerod!for!their!assistance!with!my!statistical!questions.!Thanks!also!to!Geoff!Harcourt!and!Peter!Kriesler!from!the! University! of! New! South! Wales! for! their! feedback! on! an! early! draft! of!Chapter!8.!!I!thank!the!other!PhD!students!for!their!friendship!and!encouragement!over!the!past!four!years.!I!also!thank!the!many!friends!I!have!made!from!the!various!clubs!and!societies!for!making!my!time!at!university!so!much!more!enjoyable.!!Finally,! I! thank! my! family:! my! parents,! brothers! and! sister! as! well! as! my!girlfriend! Jessica! for! their! continual! love! and! support! during! my! time! at!university.!I!especially!thank!my!father!for!proof!reading!this!thesis.!!! !
  iii!
! !
ABSTRACT(
This!thesis!empirically!examines!the!relationship!between!informal!institutions!and!economic!development.!Informal!institutions!are!collections!of!social!norms,!conventions!and!moral!values.!This! thesis!builds!on! the! three!major!studies!of!informal!institutions!in!the!literature:!Hofstede’s!(1980)!Culture’s)Consequences,!the!GLOBE!study,!and!the)World)Values)Survey.!!Numerous!shortcomings!are! identified! in! the!studies! linking!Hofstede’s! (1980)!cultural!indices!to!economic!growth!and!development.!This!thesis!rectifies!these!shortcomings! by! reXtesting! the! relationships! using! both! Ordinary! Regression!and!Structural!Equation!Models.!Evidence! is! found!suggesting! that!Uncertainty!Avoidance,! Individualism! (WorkXOrientation)! and! Masculinity! drive! economic!development,!which!in!turn,!shapes!Individualism!(SelfXOrientation)!and!Power!Distance.!!This! thesis! critically! examines! the!methodology! used! by!House! et! al.’s! (2004)!GLOBE!study,! and!proposes! that! their! study!doesn’t! only!measure! culture,! but!rather! the! entire! institutional! environment.! The! GLOBE! indices! have!nevertheless! been! empirically! tested,! and! evidence! is! found! that! Performance!Orientation,!Future!Orientation,!Assertiveness!and!Institutional!Collectivism!all!explain!economic!development.!!The! World! Values! Survey! is! investigated! in! two! ways.! The! first! is! an!improvement!on!Marini’s! (2004)!study!by!using! factor!analysis! to!measure!his!cultural!concepts,!and!panel!data!models!to!test!their!relationships!to!economic!growth.! The! analysis! suggests! that! the! Limited! Good! Syndrome,! Achievement!Orientation,! and! Generalized! Trust! all! drive! economic! growth.! In! the! second!approach,!Mixed!Linear!Models! are!used! to! test! the! extent! to!which! economic!development! influences! societal! values,! attitudes! and! beliefs.! The! quantitative!analysis! suggests! that! economic! development! influences! individual! postXmaterialist!values,!religiosity,!and!attitudes!towards!the!family.!!!The! general! conclusion! of! this! thesis! is! that! Uncertainty! Avoidance,!Individualism! (WorkXOrientation),! Limited! Good! Syndrome,! Generalized! Trust!and! Achievement! Orientation! all! determine! economic! development! within!nations.! However,! changing! levels! of! economic! development! shape! societal!values! of! Individualism! (SelfXOrientation),! Power! Distance,! PostXMaterialist!Values,!religiosity!and!attitudes!towards!the!family.!!!! !
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CHAPTER(1:(INTRODUCTION,(MOTIVATION(AND(
STRUCTURE(OF(THESIS(
1.1(INTRODUCTION(!In! his! book! The) Moral) Basis) of) a) Backwards) Society,! Edward! Banfield! (1958)!argues! that! a! fundamental! assumption! made! by! mainstream! economics! is!fundamentally!flawed.!This!assumption!asserts!that!“if!the!state!of!the!technical!arts! is! such! that! large! gains! are! possible! by! concerting! the! activity! of! many!people,! capital! and! organizing! skill! will! appear! from! somewhere,! and!organizations! will! spring! up! and! grow.”! Banfield! (1958,! p8)! argues! “the!assumption! is! wrong! because! it! overlooks! the! crucial! importance! of! culture.!People!live!and!think!in!very!different!ways,!and!some!of!these!ways!are!radically!inconsistent! with! the! requirements! of! formal! organization.! One! could! not,! for!example,!create!a!powerful!organization!in!a!place!where!everyone!could!satisfy!his!aspirations!by!reaching!out!his!hand! to! the!nearest! coconut.!Nor!could!one!create!a!powerful!organization!in!a!place!where!no!one!would!accept!orders!or!direction.”!(Banfield!1958,!p8).!!Many! years! before! Banfield! wrote! these! words! the! American! Institutional!Economics!school!of!Thorstein!Veblen!and! John!Commons!were!advocating! for!the! inclusion! of! institutions! into! economic! analysis.! In! recent! times! there! has!been!a!revival!in!the!study!of!the!relationship!between!institutions!and!economic!outcomes,! driven! in! a! large! part! by! the! Nobel! laureate! Douglass! North.! This!
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resurgence! of! institutional! economic! thought! has! spread! into! other! areas! of!economic! analysis.! By!way!of! example!Todaro! and! Smith! (2009,! p8)! state! that!“development!economics!…!must!be!concerned!with!the!economic,!cultural,!and!political! requirements! for! effecting! rapid! structural! and! institutional!transformations! of! entire! societies! in! a!manner! that!will!most! efficiently! bring!the!fruits!of!economic!progress!to!the!broadest!segments!of!their!population.”!!In!this!growing!area!of!research!the!role!of!informal!institutions!has!often!been!recognised,! but! not! empirically! tested.! This! thesis! addresses! this! gap! in! the!literature! by! empirically! testing! numerous! theories! proposed! within! the!Institutionalist! schools! of! thought! using! a! collection! of! international! databases!measuring!human!values!and!cultures!across!both!nations!and!time.!!!
1.2(MOTIVATION,(CONTRIBUTION,(AND(AIM(!This! thesis! is! motivated! by! a! desire! to! empirically! test! the! theories! linking!informal! institutions! and! economic! outcomes.! While! numerous! authors! have!theorised! different! types! of! relationships! between! informal! institutions! and!economic!outcomes!(e.g.!Commons!1934;!Veblen!1998;!Marx!and!Engels!2002;!North! 2005;!Weber! 2009),! empirical! testing! of! such! relationships! is! still! in! its!infancy.!Padlam!and!Gundlach! (2008)!perhaps!best!articulate! this! shortcoming!by! attributing! the! dominance! of! one! paradigm! of! this! relationship! in! the!literature!to!superior!story!telling!rather!than!empirical!testing.!!
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This! thesis! makes! a! significant! contribution! to! the! economics! literature! by!furthering!our!understanding!of! the! relationship!between! informal! institutions!and!economic!outcomes.!The!results!of!the!empirical!analysis!conducted!in!this!thesis! will! assist! institutional! economists! to! either! confirm! or! refine! their!theories.! Identifying! informal! institutions! that! support! or! hinder! economic!growth! and! development! is! essential! to! the! success! of! development! agencies!throughout!the!world.!Furthermore,!such!identification!can!be!incorporated!into!many!other!forms!of!economic!analysis!to! improve!the!accuracy!and!predictive!power!of!theories!and!models.!On!the!flip!side,!this!thesis!explores!some!of!the!cultural! consequences! of! economic! development.! Awareness! of! these!consequences! is! crucial! for! governments! and! policy! makers! working! in!developing!nations.!!!This! thesis! aims! to! empirically! examine! the! relationship! between! informal!institutions!and!economic!development!by!focusing!on!the!three!major!studies!of!informal! institutions! readily!available! in! the! literature.!These! three! studies!are!Hofstede’s!(1980)!Culture’s)Consequences,!House!et!al.’s!(2004)!GLOBE!study,!and!the!World!Values!Survey!(2014a).!Each!of!these!studies!is!the!focus!of!successive!chapters!in!this!thesis.!!!!!!!
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1.3(STRUCTURE(OF(THESIS(!This! thesis! proceeds! as! follows:! Chapter! two! reviews! the! literature! linking!informal! institutions! and! economic! outcomes.! The! chapter! outlines! the!development! of! the! Institutionalist! tradition! in! economics,! and! compares! the!different! paradigms! in! that! tradition.! These! paradigms! are! evaluated! against!various!empirical!studies,!which!help!to!identify!gaps!in!the!empirical!literature.!The! chapter! ends! by! developing! an! integrated! theory! proposing! a! twoXway!relationship!between!informal!institutions!and!economic!progress,!which!forms!the!framework!of!the!empirical!analyses!undertaken!by!this!thesis.!!Chapter! three! begins! the! empirical! analysis! by! focusing! on! Hofstede’s! (1980)!
Culture’s) Consequences.! Hofstede’s! study! forms! the! foundation! of! how! culture,!and!therefore! informal! institutions,!are!understood!and!measured!across!many!academic! fields.! The! chapter! begins! by! critiquing! Franke! et! al.’s! (1991)!examination! of! the! relationship! between! Hofstede’s! cultural! indices! and!economic!growth.!A!number!of!shortcomings!are! identified! in! the!study,!which!Chapter!3!rectifies!with!an!updated!methodology.!This!leads!to!a!reXexamination!of!the!extent!to!which!Hofstede’s!cultural! indices!explain!economic!growth!and!development!across!nations.!!Chapter! four! continues! the! analysis! of! Hofstede! (1980)! by! applying! Structural!Equation!Modelling.!This!approach!opens!up!further!empirical!opportunities!by!incorporating!the!structure!of!the!relationship!between!variables!into!the!model!design.!
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!Chapter! five! introduces! House! et! al.’s! (2004)! Global) Leadership) and)
Organizational) Behaviour) Effectiveness) (GLOBE)! study.! The! GLOBE! study! has!been! interpreted! by! the! International! Business! literature! as! an! alternative! to!Hofstede’s! (1980)! study.! Chapter! five! reviews! the! GLOBE! study’s!conceptualisation! and!measurement! of! culture,! and! concludes! that! the! GLOBE!‘practices’! indices! measure! not! just! culture! but! rather! the! entire! institutional!environment!of!each!nation.!!Chapter! six! continues! the! analysis! of! the!GLOBE! study!by! testing! the! extent! to!which!the!GLOBE!‘practices’!indices!explain!differences!in!economic!growth!and!development! across! nations.!While! this! chapter! uses! the! interpretation! of! the!GLOBE! indices! proposed! in! Chapter! 5,! its! findings! are! still! valid! if! the! original!interpretation!of!the!GLOBE!study!is!used.!!Chapter! seven! uses! the! World! Values! Survey! to! examine! the! extent! to! which!Marini’s! (2004)!cultural!concepts!explain!economic!growth!within!nations.!The!chapter! builds! upon! Marini’s! study! by! using! factor! analysis! to! measure! his!cultural!concepts,!and!panel!data!modelling!to!incorporate!multiple!time!periods!into!the!analysis.!!Chapter!eight!uses! individual! level! responses! from!the!World!Values!Survey! to!examine! the! extent! to! which! economic! development! influences! the! values,!attitudes!and!beliefs!of!individuals!in!each!nation.!Using!mixed!linear!models,!the!
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chapter! finds! that! some! of! the! values,! attitudes! and! beliefs! of! individuals! are!shaped!by!the!economic!conditions!they!face.!!Chapter!9!concludes!this!thesis!by!reviewing!the!findings!of!each!chapter.!! !
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CHAPTER(2:(LITERATURE(REVIEW(
!
2.1(INTRODUCTION(!This!literature!review!chapter!has!three!objectives.!The!first!is!to!identify!where!this!thesis!fits!into!the!field!of!economic!enquiry.!This!is!achieved!by!identifying!and! reviewing! the! development! of! the! institutionalist! tradition! in! economics.!This!leads!to!the!second!objective,!which!is!to!outline!the!importance!of!studying!the! relationship!between! informal! institutions! and! economic!outcomes.!This! is!achieved! by! responding! to! some! of! the! criticisms!made! about! the! inclusion! of!informal! institutions! in! economic! analysis.! The! third! objective! is! to! examine!what!is!already!known!about!the!relationship!between!informal!institutions!and!economic!progress.!This!examination!involves!a!review!of!the!existing!qualitative!and!quantitative! analyses,! and! culminates! in! the!development! of! an! integrated!theory.!!This!chapter!proceeds!as!follows:!Section!2.2!introduces!institutional!economics!to!this!thesis!and!outlines!its!historical!development.!Section!2.3!defines!informal!institutions,!and!outlines!their!importance!in!institutional!economics.!Section!2.4!identifies!the!Grand!Transition!Theory!and!Primacy!of!Institutions!Theory!as!the!dominant! perspectives! in! the! literature! on! the! relationship! between! informal!institutions! and! economic! outcomes.! The! quantitative! literature! in! support! of!each!perspective! is!examined,!which! leads! to! the!development!of!an! integrated!theory!combining!both!perspectives.!Section!2.5!concludes!the!literature!review.!
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2.2(INSTITUTIONAL(ECONOMICS(!
2.2.1(INTRODUCTION(!This!section!has!three!objectives.!The!first!is!to!introduce!institutional!economics!as!the!school!of!thought!to!which!this!thesis!belongs.!This!objective!is!achieved!in!Subsection! 2.2.2,! where! institutional! economics! is! introduced! as! a! field! of!inquiry.! This! leads! to! the! second! objective! of! defining! the! term! ‘institutions,’!which! is! achieved! in! Subsection! 2.2.3.! The! third! objective! is! to! review! the!development!of!institutionalist!thought!in!economics,!so!as!to!draw!out!some!of!the!key!ideas!and!controversies.!This!is!achieved!in!Subsection!2.2.4.!Subsection!2.2.5!concludes!this!section.!!
2.2.2(INSTITUTIONAL(ECONOMICS(!Chavance! (2009,! p1)! defines! institutional! economics! as! the! “family! of! theories!that!share!the!thesis!that!‘institutions!matter’!in!the!study!of!economics.”!There!are!two!key!points!to!this!definition!that!become!evident!in!this!chapter.!The!first!is! that! institutional! economics! is! a! family! of! theories.!Within! this! family! are! a!numerous! perspectives! that! generally! get! classified! into! two! traditions:!‘American! Institutionalism’! (examined! in! Subsection! 2.2.4.3)! and! ‘New!Institutional! Economics’! (examined! in! Subsection! 2.2.4.4).! Hodgson! (1993)!argues! that! the!gulf!between!these! traditions! is!so! large! that! the!most!unifying!feature! in!each! tradition! is! the!criticisms! its! supporters!have!of! the!other.!This!
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highlights!the!importance!of!the!second!part!of!Chavance’s!definition,!as!perhaps!the!only! thing! the!different!perspectives!agree!on! is! that! institutions!matter! in!the!study!of!economics.!!
2.2.3(DEFINING(INSTITUTIONS(!According! to! John! R! Commons! (1931,! p648),! a! major! stumbling! block! in!developing!a!definition!of!institutional!economics!is!“the!uncertainty!of!meaning!of!an!institution.”!Fortunately,!as!Eggertsson!(2013)!observes,!in!recent!times!the!vast!majority!of!studies!have!adopted!the!definition!proposed!by!North’s!(1990):!! “Institutions!are!the!rules!of!the!game!in!a!society!or,!more!formally,!are!the!humanly!devised!constraints!that!shape!human!interaction.”!(North!1990,!p3)!!Acemoglu!(2010)!identifies!three!key!parts!to!North’s!definition.!The!first!is!that!institutions!are!humanly!devised.!This!means! institutions!are!different!to!other!fundamental!factors!outside!human!control!that!shape!human!interactions,!such!as!geography.!The!second! is! that! institutions!are! the!“rules!of! the!game”!which!set!“constraints”!on!human!behaviour.!The!third!key!part!is!that!the!major!effect!of!institutions!is!through!incentives.!!!North’s!definition!is!not!universally!accepted!by!the!literature.!The!most!notable!critic!of!it!is!Hodgson!(2004),!who!defines!institutions!as:!!
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“Durable! systems! of! established! and! embedded! social! rules! that!structure!social!interactions.”!(Hodgson!2004,!p14)!!Hodgson’s! disagreement! with! North! arises! from! their! understanding! of! how!institutions! influence! human! interactions.! While! North! (1989)! believes! that!institutions! create! incentives! or! limit! choice! sets,! Hodgson! argues! institutions!change! individual! preferences! or! tastes.! Hodgson! (1993)! recognises! that! this!disagreement!boils!down!to!different!understandings!on!the!nature!of!a!person,!and!that!this! is!a!major!difference!between!American!Institutionalism!and!New!Institutional!Economics.!!While! this! difference! in! understanding! is! important,! further! elaboration! risks!becoming! tangential! to! the! establishment!of! a!definition! for! institutions.!While!North! (1989)! clearly! states! that! institutions! create! incentives! and! limit! choice!sets,! his! definition! quoted! in! this! subsection! does! not!make! this! explicit.! This!thesis! therefore! mimics! Rutherford’s! (1994)! ambivalence! between! the! two!perspectives.!This!ambivalence!is!justified!by!the!discussion!in!Subsection!2.2.4,!where! it! is! argued! that! Hodgson’s! perspective! can! be! reconciled! with! North’s!(1990)!definition.!!Hodgson! (2006)! has! two! additional! concerns! with! North’s! definition,! both! of!which! arise! from! misinterpretations! by! other! authors.! The! first! is! that! some!authors!have!interpreted!North!in!a!way!that!excludes!organisations!from!being!counted!as!institutions.!This!interpretation!comes!from!statements!such!as:!“it!is!the! interaction! between! institutions! and! organizations! that! shapes! the!
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institutional! evolution!of! an! economy.! If! institutions! are! the! rules!of! the! game,!organizations! and! their! entrepreneurs! are! the! players”! (North! 1994,! p361).!North,! however,! affirmed! to! Hodgson! privately! that! organisations! are! indeed!institutions.!North!only!treats!organisations!as!actors!when!making!abstractions!from! reality! to! analyse! the! entire! socioXeconomic! system.! By! focusing! on!informal! institutions,! this! thesis! does! not! analyse! organizations,! and! so!Hodgson’s!concern!does!not!affect!this!thesis’s!application!of!North’s!definition.!!Hodgson’s!(2006)!second!concern!is!that!North!doesn’t!clearly!distinguish!what!he! means! by! formal! and! informal! institutions.! This! concern! arises! from! an!additional!sentence!North!added!to!his!definition!in!later!works:!! “They! are! made! up! of! formal! constraints! (e.g.! rules,! laws,!constitutions),! informal! constraints! (e.g.! norms! of! behaviour,!conventions,!selfXimposed!codes!of!conduct),!and!their!enforcement!characteristics.”!(North!1994,!p360)!!This!added!sentence!explicitly!states!that!there!are!three!types!of!institutions:!(i)!formal! institutions;! (ii)! informal! institutions;! and! (iii)! the! enforcement!characteristics! of! both.! Hodgson! (2006)! observes! that! North! uses! the! words!“constraints”!and!“rules”! to!describe! formal! institution,!but!only!uses! the!word!“constraints”! to!describe! informal! institutions.!This!has! led! to! confusion! in! the!literature! as! to!whether! rules! are! only! formal! institutions,! or!whether! all! nonXlegal! institutions! are! informal.! Hodgson! overcomes! these! confusions! in! his!definition!by!classifying! institutions!as!either! ‘established’!or! ‘embedded’! rules.!
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While! this! concern! is! relevant! to! the! analysis! undertaken! by! this! thesis,! it!addresses!how!institutions!are!classified!instead!of!whether!or!not!something!is!an!institution.!!Having! addressed! Hodgson’s! concerns,! this! thesis! adopts! North’s! (1990)!definition!of!institutions.!!
2.2.4(DEVELOPMENT(OF(INSTITUTIONAL(ECONOMICS(!
2.2.4.1(INTRODUCTION(!Subsection! 2.2.4! presents! a! brief! review! of! the! development! of! institutional!economics.! By! focusing! on! some!of! the! key! institutionalists! from! each! era! this!subsection! provides! a! background! of! the! theoretical! underpinnings! of!institutional!economics.!!This!historical!review!of!institutional!economics!is!broken!into!three!parts.!The!first!part!(Subsection!2.2.4.2)!reviews!the!writings!of!Schmoller!from!the!German!Historical! School,! which! Pearson! (1999)! argues! should! be! renamed! as!institutional!economics.!The!remaining!parts!review!the!two!dominant!traditions!in! institutional! economics:! American! Institutionalism,! and! New! Institutional!Economics.!Subsection!2.2.4.3!reviews!the!American!Institutionalism!of!Veblen,!Hamilton!and!Commons,!while!Subsection!2.2.4.4!reviews!the!New!Institutional!Economics!of!Williamson!and!North.!In!each!part!the!review!focuses!on!the!key!theorists!for!each!perspective,!with!the!aim!of!drawing!out!the!key!ideas!relevant!
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to! this! thesis.! For! a! more! detailed! review! of! the! development! of! institutional!economics,!the!interested!reader!is!encouraged!to!consult!one!of!the!many!books!already!published!(e.g.!Rutherford!1994;!Chavance!2009).!!!
2.2.4.2(SCHMOLLER(AND(THE(GERMAN(HISTORICAL(SCHOOL(!In!his!historical!review!of!institutional!economics!Chavance!(2009,!p4)!identifies!Gustav! von! Schmoller! as! “an! essential! but! sometimes! overlooked! source! of!instititutionalist!currents!of!thought.”!Pearson!(1999)!goes!further,!arguing!that!the! entire! German! Historical! School! should! be! reconceptualised! as! either!institutional!or!cultural!economics.!Pearson’s!claim!is!based!on!his!review!of!the!literature!produced!by!the!school,!which!he!sees!as!being:!!! “truly!shot!through!with!a!concern!for!(a)!showing!how!various!rules!and! customs! impinge! upon! economic! activity,! (b)! explaining! those!institutions,! preferably! in! terms! of! economic! structure,! and! (c)!asking! which! social! and! political! constitutions! best! succeed! in!cultivating!functional!institutions.”!(Pearson!1999,!p533)!!Thorstein!Veblen!(1901)!disagrees,!arguing!that!Schmoller’s!views!deviated!from!those!that!were!dominant!within!the!German!Historical!School!at!the!time.!This!subsection!steers!clear!of!this!debate,!focusing!instead!on!how!Schmoller!viewed!the! relationship! between! institutions! and! economic! outcomes.! Unfortunately,!many! of! Schmoller’s! works! are! only! available! in! the! German! language.! This!
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review!of!Schmoller! is! thus!greatly! indebted! to!Chavance! (2009),!who!outlines!Schmoller’s!arguments!alongside!extensive!quotes!in!English.!!Gustav! von! Schmoller! proposed! that! the! study! of! economies! across! societies!should! focus! on! ‘institutions’! and! ‘organs.’! He! defines! institutions! as! “an!arrangement! at! a! particular! point! in! the! life! of! the! community,! serving! set!objectives,!that!has!attained!its!own!existence!and!development!and!which!forms!a!framework!or!mould!for!the!action!of!successive!generations!over!hundreds!to!thousands!of!years”!(Schmoller!1900,!p156;!from!Chavance!2009,!p4).!Organs,!on!the!other!hand,!are!defined!as!“the!personal!aspect!of!the!institution:!marriage!is!the!institution,!the!family!is!the!organ.!Social!organs!are!the!constant!forms!taken!by! the! union! of! persons! and! goods! with! a! view! to! the! attainment! of! given!objectives”!(Schmoller!1900,!p150;!from!Chavance!2009,!p5).!!!The! organ! is! thus! the! groups! into! which! society! organises! itself! within! the!confines! of! the! institutions.! Organs! arise! organically! as! a! result! of! the!institutions,! which! are! “a! set! of! habits! and! rules! of! morals,! custom! and! law”!(Schmoller! 1900,! p150;! from! Chavance! 2009,! p5).! According! to! this!understanding,!it!seems!that!institutions!tend!to!persist!over!time,!while!organs!are!constantly!in!a!state!of!flux.!Schmoller,!however,!recognises!that!organs!have!authority! greater! than! the! individual,! and! can! persist! across! time! if! they!experience! an! effective! replacement! of! members.! When! explaining! economic!phenomenon,! Schmoller! argued! that! the! role! of! social! organs! are! no! less!important!than!the!role!of!individuals.!!
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2.2.4.3(AMERICAN(INSTITUTIONALISM(!While! the! term! ‘institutional! economics’!was! popularised! by! Hamilton! (1919),!Thorstein!Veblen!is!often!seen!as!the!founding!father!of!institutional!economics,!and! the! first! institutional! economist! (e.g.! Camic! and! Hodgson! 2011).! Veblen’s!interest! in! institutions! stems! from! his! critique! of! ‘neoXclassical! economics’! (a!term! which! he! coined)! as! being! ‘preXDarwin.’! Veblen! believed! that! Darwin’s!evolutionary!theories!were!not!limited!to!biology,!but!should!be!applied!to!other!scientific!areas!of!study,!such!as!economics!(Veblen!1898).!This!led!him!to!stress!the! importance! of! institutions,! as! they! are! the! key! to! understanding! how!economies!evolve!over!time.!!Veblen!saw! institutions!as! intrinsically! linked! to!human!habits.! Institutions!are!the! conservative! element!within! society,! through!which! habits! of! thought! and!action! are! both! preserved! and! passed! on! (Veblen! 1998).! Thus,! institutions!remain! “products! of! past! processes”! which! “are! never! in! full! accord! with! the!requirements!of!the!present”!(Veblen!1998,!p191).!The!failure!of!institutions!to!correspond!to!the!wants!and!needs!of!the!present!is!a!key!driver!of!institutional!change,!which!in!turn,!leads!to!a!change!in!the!‘habits’!of!people!in!society.!This!change!in!habits!does!not!change!human!nature!(Veblen!1914).!!The!following!extract!from!Veblen’s!The)Theory)of)the)Leisure)Class!highlights!the!relationship!between!individuals!and!institutions:!!
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“The! life! of! man! in! society,! just! like! the! life! of! other! species,! is! a!struggle! for! existence,! and! therefore! it! is! a! process! of! selective!adaptation.! The! evolution! of! social! structure! has! been! a! process! of!natural!selection!of!institutions.!The!progress!which!has!been!and!is!being!made!in!human!institutions!and!in!human!character!may!be!set!down,!broadly,! to!a!natural!selection!of! the! fittest!habits!of! thought!and! to! a! process! of! enforced! adaptation! of! individuals! to! an!environment! which! has! progressively! changed! with! the! growth! of!the!community!and!with!the!changing!institutions!under!which!men!have!lived.!Institutions!are!not!only!themselves!the!result!of!selective!and!adaptive!process!which!shapes!the!prevailing!or!dominant!types!of!spiritual!attitudes!and!aptitudes;!they!are!at!the!same!time!special!methods! of! life! and! of! human! relations,! and! are! therefore! in! their!turn!efficient!factors!of!selection.!So!that!the!changing!institutions!in!their! turn!make! for! a! further! election! of! individuals! endowed!with!the! fittest! temperament,! and! a! further! adaptation! of! individual!temperament! and! habits! to! the! changing! environment! through! the!formation!of!new!institutions.”!(Veblen!1998,!p188).!!While! Veblen! was! the! founding! father! of! American! Institutionalism,! Walton!Hamilton! wrote! what! was! to! become! the! manifesto! outlining! the! research!paradigm!for!the!tradition.!This!manifesto!proposed!“five!tests!which!any!body!of!doctrine!which!aspires!to!the!name!of!economic!theory!must!be!able!to!meet”!(Hamilton!1919,!p311).!These!tests!are:!1. Economic!theory!should!unify!economic!science;!
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2. Economic!theory!should!be!relevant!to!the!modern!problem!of!control;!3. The!proper!subject!matter!of!economic!theory!is!institutions;!4. Economic!theory!is!concerned!with!matters!of!process;!5. Economic! theory! must! be! based! upon! an! acceptable! theory! of! human!behaviour.!!Hamilton! argued! that! institutional! economics! is! the! only! school! within!economics!able!to!satisfy!all!five!tests.!These!tests!became!the!five!propositions!underlying!the!American!Institutionalist!tradition,!and!the!essence!of!these!tests!has! “endured! the! test! of! time”! (Hodgson! 2000,! p318).! While! these! tests! are!discussed!elsewhere!in!the!literature!(e.g.!Hodgson!2000;!Rutherford!2011),!it!is!worthwhile!drawing!out!three!key!themes!that!are!relevant!for!this!review.!!The! first,! and! perhaps! most! enduring,! is! that! the! proper! subject! matter! of!institutional! economics! is! institutions.! This! is! consistent!with! the! definition! of!institutional! economics! put! forward! in! Subsection! 2.2.2.! The! second! is! that!institutional! economics! should! unify! the! economic! sciences.! This! means! that!institutional! economics! must! be! able! to! account! for,! and! have! a! meaningful!contribution!to,!all!other!streams!of!economic!research.!Institutional!economics!is!therefore!not!an!isolated!perspective!within!the!study!of!economics,!but!rather!a! field!of!enquiry!that!will!yield!useful!and!relevant! insights! for!all!economists.!The! third! theme! is! that! institutional! economics! is! concerned! with! matters! of!process.! This! is! a! continuation! of! Veblen’s! evolutionary! perspective! whereby!institutional! economics! focuses! on! social! change,! and! not! the! equilibriums! or!steady!states!characteristic!of!other!approaches!in!economics.!!
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!The!continuity!between!Veblen!and!Hamilton!is!also!evident!in!Hamilton’s!(2005,!p235)! understanding! of! institutions! as! “a! way! of! thought! or! action! of! some!prevalence!and!permanence,!which! is! imbedded!in!the!habits!of!a!group!or!the!customs!of!a!people.”!!!Hamilton! believes! that! it! is! impossible! to! isolate! the! precise! origins! of!institutions,!as!despite!our!attempts!to!deliberately!create!them,!institutions!“run!far!back! into! the!unknown!past!and!embody!the!knowledge!and! ignorance,! the!hopes!and!fears,!of!a!people”!(Hamilton!2005,!p237).!While!Hamilton!agrees!with!Veblen!that!institutions!often!persist!beyond!the!social!problems!they!sought!to!solve,!they!can!change!to!serve!purposes!beyond!their!original!design.!“The!life!of!an!institution”!therefore!“depends!on!its!capacity!for!adaption”!(Hamilton!2005,!p239).!Hamilton!demonstrates!this!using!the!example!of!the!Christian!Gospel:!! “The! simple! story! of! the! man! Jesus! presently! became! a! body! of!Pauline! philosophy;! the! Middle! Ages! converted! it! into! an! intricate!theological!system!and!the!rationalization!of!a!powerful!ecclesiastical!empire;! at! the! individualistic! touch!of! the!Reformation! it! became! a!doctrine!of!the!personal!relationship!between!man!and!his!maker;!it!is! today!patching!up!a! truce!with!Darwinism,! the!scientific!attitude,!relativity!and!even!religious!scepticism”!(Hamilton!2005,!p238).!!Despite! creating! the! ‘manifesto’! of! institutional! economics,! Walton! Hamilton!(1919),! like! all! the! American! Institutionalists! before! him,! did! not! develop! a!
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systematic!theory.!This!mammoth!task!was!tackled!by!John!R!Commons,!whom!Hodgson!(2003,!p547)!identifies!as!“one!of!the!most!influential!economists!of!the!twentieth!century.”!Upon!reviewing!his!work,!Hodgson!concludes!that!Commons!failed!in!this!endeavour,!and!claims!that!Commons’!work!was!best!described!by!Kenneth! Boulding! as! a! “tangled! jungle! of! profound! insights,! culled! by! an!essentially! nontheoretical! mind! from! a! life! rich! with! experiences! of! economic!realities”! (Boulding! 1957,! p8).! Notwithstanding! these! negative! assessments,!Commons!still!made!an!important!contribution!to!American!Institutionalism.!!Commons! (1931,! p648)! recognised! that! institutional! economics! is! different! to!mainstream! economics! as! it! takes! transactions,! instead! of! exchange,! as! the!“ultimate!units! of! economic! activity”! (Commons!1931,! p648).! Transactions! are!“the!means,!under!operation!of!law!and!custom,!of!acquiring!and!alienating!legal!control!of!commodities,!or! legal!control!of! the! labor!and!management! that!will!produce!and!deliver!or!exchange! the!commodities!and!services,! forward! to! the!ultimate! consumer”! (Commons! 1931,! p656X657).! By! focusing! on! transactions!instead! of! exchange,! institutional! economists! deal! with! “legal! control! of!commodities!and!labor,!where!the!classical!and!hedonic!theories!dealt!only!with!physical! control.! Legal! control! is! future! physical! control”! and! therefore!“Institutional! economics! is! not! divorced! from! the! classical! and! psychological!schools!of!economics!–! it! transfers!their!theories!to!the!future!when!goods!will!be!produced!or!consumed!or!exchanged!as!an!outcome!of!present!transactions”!(Commons!1931,!p657).!!
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Commons! (1934,! p6)! bases! his! theory! of! institutional! economics! on! Hume’s!principle!of!scarcity,! instead!of!Locke!and!Smith’s!principle!of!abundance,!as!“if!there!were!unlimited!abundance!of! everything! there!would!be!no! selfXinterest,!no! injustice,! no! property! rights,! no! ethics.”! The! acquisition! of! scarce! things! is!regulated! by! collective! action! “which! creates! the! rights! and!duties! of! property!and! liberty! without! which! there! would! be! anarchy”! (Commons! 1934,! p6).!Commons! (1934,! p70)! distinguishes! between! two! forms! of! collective! action:!“organised!going!concerns”!and!“unorganised!customs.”!!!Organised! going! concerns! are! “a! joint! expectation! of! beneficial! bargaining,!managerial,!and!rationing!transactions,!kept!together!by!“working!rules”!and!by!control! of! the! changeable! strategic! or! “limiting”! factors!which! are! expected! to!control! others”! (Commons! 1934,! p58).! Examples! include! “the! family,! the!corporation,! the! trade! union,! the! trade! association,! up! to! the! state! itself”!(Commons!1934,!p69).!!!Unorganised! customs! takes! many! forms,! including! “coming! to! work! at! seven!o’clock! and! quitting! at! six,! or! the! customary! standards! of! living”! (Commons!1934,! p72).! While! broad! and! hard! to! define,! unorganised! customs! are! a! very!effective!means!of!collective!action.!“The!business!man!who!refuses!or!is!unable!to!make!use!of!the!modern!customs!of!the!credit!system,!by!refusing!to!accept!or!issue! checks! on! solvent! banks,! although! the! checks! are! merely! private!arrangements! and! not! legal! tender,! simply! cannot! continue! in! business! by!carrying!on!transactions”!(Commons!1934,!p72).!!
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Commons! (1934,! p73)! defines! institutions! as! “collective! action! in! restraint,!liberation,!and!expansion!of! individual!action.”!Therefore,!both!organised!going!concerns! and! unorganised! customs! are! institutions! to! the! extent! that! they!influence!individual!actions.!This!influence!of!institutions!on!individual!actions!is!the!foundation!of!what!Commons!calls!the!‘Institutional!Mind.’!! “Individuals! begin! as! babies.! They! learn! the! custom!of! language,! of!cooperation! with! other! individuals,! of! working! towards! common!ends,! of! negotiations! to! eliminate! conflicts! of! interest,! of!subordination! to! the!working! rules! of! the!many! concerns! of!which!they!are!members.!They!meet!each!other!not!as!“globules!of!desire”!moved! by! pain! and! pleasure,! similar! to! the! forces! of! physics! and!animal!nature,!but!as!prepared!more!or!less!by!habit,!induced!by!the!pressure!of! custom,! to!engage! in! those!highly!artificial! transactions!created!by!the!collective!human!will.”!(Commons!1934,!p73X74)!!This! subsection! briefly! reviewed! the! dominant! theoretical! ideas! of! American!Institutionalism!that!are!important!for!this!thesis.!There!are!many!aspects!of!this!tradition!that!were!not!examined.!One!aspect!worth!noting,!which!can!be!traced!back!to!Hamilton’s!manifesto,!is!the!awareness!of!the!need!for!statistical!analysis.!For!example,!Stewart!(1919,!p320)!argued!that!“an!adequate!analysis!of!many!of!our! problems! can! be! made! only! by! a! union! of! the! statistical! method! and! the!institutionalist!approach.”!And!again!“If!institutional!theory!is!to!save!itself!from!unverifiable!hypotheses!and!vague!conclusions,!it!must!be!prepared!to!measure!the! process! of! change! wherever! possible! and! to! show! quantitatively! the!
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correlations! among! them.”! This! thesis! addresses! these! concerns! by! using!statistics!to!analyse!institutionalist!thought.!!
2.2.4.4(NEW(INSTITUTIONAL(ECONOMICS(!Oliver! Williamson! (1975)! coined! the! term! ‘New! Institutional! Economics’! to!describe!the!then!renewed!interest!in!institutional!theory!within!the!economics!literature.! Williamson! identifies! two! factors! driving! this! renaissance:! (1)! the!recognition! that! microeconomic! theory! has! “too! high! a! level! of! abstraction! to!permit! many! important! microeconomic! phenomena! to! be! addressed! in! an!uncontrived!way;”! and! (2)! that! “the! study! of! “transactions,”!…! is! really! a! core!matter! and! deserves! renewed! attention”! (Williamson! 1975,! p1).! Williamson,!however,!is!quick!to!differentiate!this!new!perspective!of!institutional!economics!from! the! old! tradition! by! stressing! that! the! new! seeks! to! complement!mainstream! economic! thought,! while! American! Institutionalism! sought! to!supersede!conventional!analysis.!!Williamson! observes! that! in! addition! to! American! Institutionalists,! both! Coase!(1937)! and! Hayek! (1945)! were! instrumental! to! the! development! of! this! New!Institutional! Economics,! although! in! ways! that! they! may! not! have! intended.!Coase’s! (1937)! study! of! the! nature! of! the! firm! highlights! the! importance! of!transactions!in!explaining!the!existence!of!firms.!Coase!explains!that!firms!arise!from! costs! associated! with! using! the! market! mechanism,! or! more! formally,!transaction! costs.! These! transaction! costs! create! situations! where! individuals!can!maximise! their!welfare!by!engaging! in! transactions! inside! firms,! instead!of!
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on!the!market.!Williamson!(1975)!links!Coase’s!arguments!with!Hayek’s!(1945)!observations!of!‘bounded!rationality’!and!the!‘idiosyncratic!nature!of!knowledge’.!Williamson!(1975,!p5)!uses!Hayek! to!argue! that! “prices!often!do!not!qualify!as!sufficient!statistics!and!that!a!substitution!of! internal!organizations!(hierarchy)!for!marketXmediated!exchange!often!occurs!on!this!account.”!!25! years! after! coining! the! term,! Williamson! (2000)! developed! a! schema!identifying!the!role!of!New!Institutional!Economics!and!Neoclassical!Economics!in!understanding!social!analysis.!This!schema!is!presented!in!Figure!2.1.!!Figure!2.1! identifies!Embeddedness,!which! is!made!up!of! informal! institutions,!customs,! traditions! and! norms,! as! the! first! driver! of! social! factors.!Embeddedness!directly!influences!the!institutional!environment,!which!consists!of! the! formal! institutions,! such! as! the! constitution,! laws,! and! property! rights.!These! formal! institutions! determine! the! governance! structures,! where! the!formal!rules!are!both!interpreted!and!enforced.!Governance!drives!the!resource!allocation,! and! therefore! the! economic! conditions! within! each! nation! or!geographic! area.! According! to! Williamson! the! New! Institutional! Economics!focuses! on! the! formal! institutions! and! governance! structures! in! each! society,!while! Neoclassical! Economics! focuses! exclusively! on! the! resource! allocation!level,!as!this!is!where!economic!exchange!takes!place.!!!!!
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Figure(2.1:(Williamson’s((2000)(Schema(
Figure!2.1!presents!the!schema!developed!by!Williamson!(2000,!p597).!Note!that!frequency!refers!to!the!time!taken!for!institutional!change!to!occur.!!Nobel! Laureate! Douglass! North,! who! in! many! ways! has! become! synonymous!with! the! movement,! has! built! upon! Williamson’s! contribution! to! New!Institutional! Economics.! North’s! definition! of! institutions! was! outlined! in!Subsection!2.2.3!as!how!this!thesis!defines!institutions,!so!it!is!not!repeated!here.!It! is,!however,!necessary!to!review!North’s!classification!of! institutions,!as! they!tie!in!with!Williamson’s!(2000)!schema:!!
Williamson: The New Institutional Economics 597 
Frequency 
Level (years) Purpose 
Embeddedness: 
informal Often noncalculative; 
institutions, 102 to 103 spontaneous LI customs, (caveat: see discussion 
traditions, norms in text) 
religion 
Institutional 
environment: Get the 
formal rules of institutional 
L2 the game-esp. 10 to 102 environment right. 
property (polity, 1st order 
judiciary, economizing 
bureaucracy) 
Governance: Get the 
play of the game governance 
L -esp. contract 1 to 10 structures right. (aligning governance 2nd order 
structures with economizing transactions) 
Resource Get the 
allocation and marginal 
L4 employment continuous conditions right. 
(prices and quantities; 3rd order 
incentive alignment) economizing 
LI: social theory 
L2: economics of property rights/positive political theory 
L3: transaction cost economics 
L4: neoclassical economics/agency theory 
Figure 1. Economics of Institutions 
of Economic Sociology, where they ob- 
serve that different kinds of embedded- 
ness-cognitive, c ltural, structural, 
and political-should be distinguished, 
and conclude that "the concept of em- 
beddedness remains in need of greater 
theoretical specification" (1994, p. 18). 
An identification and explication of 
the mechanisms through which informal 
institu s arise and are maintain d 
would especially help to understand the 
slow change in Level 1 institutions. I 
conjecture in this connection that many 
of these informal institutions have 
mainly spontaneous origins-which is to 
say that deliberative choice of a calcula- 
tive kind is minimally implicated. Given 
these evolutionary origins, they are 
"adopted" and thereafter display a great 
deal of inertia-some because they are 
functional (as with conventions); others 
take on symbolic value with a coterie of 
true believers; many are pervasively 
linked with compleme tary institutions 
(formal and informal), etc. Be that as it 
may, the resulting institutions have a 
lasting grip on the way a society con- 
ducts itself. Insular societies often take 
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“They! [Institutions]! are! made! up! of! formal! constraints! (e.g.! rules,!laws,! constitutions),! informal! constraints! (e.g.! norms! of! behaviour,!conventions,!selfXimposed!codes!of!conduct),!and!their!enforcement!characteristics.”!(North!1994,!p360)!!These! three! classifications! (in! a! different! order):! (1)! informal! constraints;! (ii)!formal!constraints;!and!(iii)!enforcement!characteristics!replicate!the!first!three!levels! of! Williamsons! (2000)! framework! (Embeddedness,! Institutional!Environment,!and!Governance).!North!therefore!defines!informal!constraints!(or!Embeddedness)! as! an! area! of! focus! in! the! New! Institutional! Economics.!Subsection!2.3!examines!informal!institutions!in!greater!detail.!!!An!interesting!feature!of!North’s!contribution!to!New!Institutional!Economics!is!that! his! definition! of! institutions! remained! constant! despite! his! changing!understanding!of!the!role!institutions!play!in!society.!At!around!the!same!time!he!developed! his! definition! of! institutions,! North! (1989,! p1321)! believed! that!institutions!“limit!and!define!the!choice!set!of!neoclassical!theory,”!and!again!that!“institutions!form!the!incentive!structure!of!a!society”!(North!1994,!p359).!This!understanding!is!somewhat!typical!of!a!New!Institutionalist!tradition!seeking!to!bring! institutions! into!mainstream! economic! analysis.! However,! in! later! years,!North!(2005,!p24)!believed!that!institutions!not!only!form!incentives,!but!more!importantly!shape!preferences,!as!“much!of!what!passes!for!rational!choice!is!not!so!much!individual!cogitation!as!the!embeddedness!of!the!thought!process!in!the!larger!social!and!institutional!context.”!!
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This! change! in! perspective! by! North! is! significant,! as! a! key! criticism!Hodgson!(1988;! 2000)! has,! not! only! of! the! New! Institutional! Economics! but! also! of!neoclassical!economics,! is! that! the!assumption!of!methodological! individualism!is!unrealistic.!Hodgson!(2007)!acknowledges!that!this!term!is!often!ambiguous,!but!is!generally!taken!to!describe!the!assumption!that!individuals!are!exogenous!to!economic!and!social!phenomenon.!This!thesis!agrees!with!Hodgson’s!critique!and! favours! Commons’! understanding! of! the! ‘Institutional! Mind.’! This! is!conceptually! a! middle! ground! between! the! methodological! individualism! of!neoclassical!economics,!and!the!opposite!extreme!of!“a!crude!primacy!of!society!or!institutions!over!the!individual”!(Hodgson!1988,!p25).!This!is!consistent!with!North’s! (2005)! revised!understanding!on! the!process!of!human!cogitation,! and!can!thus!be!reconciled!with!North’s!definition!of!institutions.!!North! (1989,! p1321)! recognises! that! economists! “are! interested! not! in!institutions!per!se,!but!in!their!consequences!for!the!choices!individuals!actually!make.”! He! isolates! two! specific! types! of! institutions! that! drive! economic!performance:! those! that! facilitate! allocative! efficiency;! and! those! that! facilitate!adaptive! efficiency.! Allocative! efficiency! is! based! on! the! neoclassical!understanding! of! the! Paretian! optimisation! condition,! whereby! the! economy!allocates!resources!to!maximise!welfare!or!utility.!Adaptive!efficiency!is!based!on!the! economy’s! ability! to! adapt! to! shocks! and! change! over! time.! North! (1994,!p367)!proposes!that!“it!is!adaptive!rather!than!allocative!efficiency!which!is!the!key! to! long! run! growth.! Successful! political/economic! systems! have! evolved!flexible!institutional!structures!that!can!survive!the!shocks!and!changes!that!are!a!part!of!successful!evolution.”!
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!Between!them,!Williamson!and!North!developed!the!key!theoretical!framework!for!the!New!Institutional!Economics.!There!are!many!other!contributions!to!this!tradition! from! a! wide! variety! of! authors.! Those! contributions! relevant! to! this!thesis! will! be! introduced! as! this! chapter! progresses.! For! the! purpose! of! this!subsection,! the! key! idea! uniting! the! New! Institutional! Economics! is! that!“‘institutions! matter’! and! that! these! can! be! analysed! with! the! instruments! of!standard! economic! theory! –! with! certain! adjustments”! (Chavance! 2009,! p45).!This! thesis! follows! this! tradition! by! empirically! analysing! the! relationship!between!informal!institutions!and!economic!growth!and!development!using!the!instruments!of!standard!economic!theory.!!
2.2.5(CONCLUSION(!Section!2.2!achieved!three!objectives.!The!first!was!achieved!in!Subsection!2.2.2!where! institutional! economics! was! defined.! This! was! important! as! this! thesis!contributes!to!the!study!of!institutional!economics.!Subsection!2.2.3!achieved!the!second! objective! by! reviewing! the! literature! to! develop! a! clear! definition! of!‘institutions.’!The!third!objective!was!achieved!in!Subsection!2.2.4,!by!reviewing!the! historical! development! of! institutional! economics! as! an! area! of! study.!!Through! this! analysis! of! institutional! economics,! Section! 2.2! has! provided! the!theoretical! framework! not! only! for! the! remainder! of! this! chapter,! but! also! for!this!entire!thesis.!!!
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2.3(INFORMAL(INSTITUTIONS(AND(ECONOMICS(!
2.3.1(INTRODUCTION(!This! section! has! two! objectives.! The! first,! achieved! in! Subsection! 2.3.2,! is! to!define! ‘informal! institutions.’! The! second,! achieved! in! Subsection! 2.3.3,! is! to!highlight!the!importance!of!informal!institutions!in!explaining!economic!growth!and!development.!Subsection!2.3.4!concludes!this!section.!!
2.3.2(INFORMAL(INSTITUTIONS(!Williamson’s! (2000)! schema! of! social! analysis! (presented! in! Figure! 2.1)!identifies! ‘Embeddedness’! as! the! fundamental! driver! of! economic! activity.! He!observes! that! while! “some! economic! historians! and! other! social! scientists”!analyse! this! level,! it! is! “taken! as! given! by! most! institutional! economists”!(Williamson! 2000,! p596).! Subsection! 2.2.4.4! linked! Embeddedness! to! North’s!understanding!of!informal!constraints.!North!(1990,!p36),!like!Williamson,!does!not!define!informal!constraints,!lamenting!that!“it!is!much!easier!to!describe!and!be!precise!about! the! formal! rules! that! societies!devise! than! to!describe!and!be!precise!about!the!informal!ways!by!which!human!beings!have!structured!human!interactions.”!!!North!does!not!use! this!difficulty!defining! informal! constraints!as!an!excuse! to!ignore! them.! Instead,! he! stresses! their! importance! in! explaining! differences! in!economic!outcomes!across!nations:!
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! “Economies!that!adopt!the!formal!rules!of!another!economy!will!have!very! different! performance! characteristics! than! the! first! economy!because! of! different! informal! norms! and! enforcement.! The!implication! is! that! transferring! the! formal! political! and! economic!rules! of! successful!Western!market! economies! to! Third!World! and!Eastern! European! economies! is! not! a! sufficient! condition! for! good!economic!performance.”!(North!1998,!p255)!!North!(1990,!p37)!notes!that!these!informal!norms,!or!informal!institutions!“are!a! part! of! the! heritage! that! we! call! culture.”! He! agrees! with! the! definition! of!culture!put!forward!by!Boyd!and!Richardson!(1985,!p2)!as!being!“transmission!from!one!generation!to!the!next,!via!teaching!and!imitation,!of!knowledge,!values!and! other! factors! that! influence! behaviour.”! Culture! is! intrinsically! linked! to!informal!institutions!as!it!is!“the!cultural!filter![that]!provides!a!continuity!so!that!the! informal! solution! to! exchange! problems! in! the! past! carries! over! in! the!present!and!makes!those!informal!constraints!important!sources!of!continuity!in!longXrun!societal!change”!(North!1990,!p37).!!!Hofstede! (1980;! 2001)! whose! seminal! work! Culture’s) Consequences! paved! the!way!for!crossXcultural!research!in!business!and!management,!explains!culture!in!reference!to!the!programming!of!the!human!mind.!He!argues!that!there!are!three!levels! of! mental! programming:! individual;! collective;! and! universal.! Individual!mental!programming!is!what!makes!a!person!unique,!hence!is!different!for!each!individual.! The! collective! level! is! the! mental! programming! that! an! individual!
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shares! with! some,! but! not! all! humans,! such! as! the! language! spoken,! or! the!personal! distance! kept! from! others! in! conversations.! Universal! mental!programming! is! the! operating! system! of! the! person,! as! it! contains! what! all!humans!have!in!common,!such!as!the!ability!to!laugh!and!cry.!!!Hofstede!(1980,!2001)!further!observes!that,!unlike!the!individual!and!universal!level! of! mental! programming,! most! of! the! collective! programming! is! learned.!This!learned!mental!programming!differs!across!groups!of!people,!and!can!thus!be!used!as!a!way!of!placing!individuals!into!a!particular!group,!based!on!common!sets! of! values! and! behaviours.! Hofstede! defines! culture! as! being! this! level! of!mental! programming,! and! calls! these! groups! ‘cultural! groups’.! Hofstede’s!definition!is!consistent!with!the!definitions!used!by!other!authors!such!as!Boyd!and!Richerson!(1985)!and!Kluckhohn!(1951).!Javidan!et!al.!(2006)!observes!that!this! definition! of! culture! has! been! widely! accepted! throughout! the! various!business!literatures.!!Applying! North’s! (1990)! understanding! of! informal! institutions! to! Hofstede’s!(1980,!2001)!conception!of!culture!reveals!that!informal!institutions!are!a!part!of!the! collective! mental! programming,! and! therefore! linked! to! values.! Hofstede!(2001,!p5)!defines!values!as!“a!broad!tendency!to!prefer!certain!states!of!affairs!over!others.”!This!is!a!simplification!of!Kluckhohn’s!(1967,!p395)!definition!of!a!value!as!being! “a! conception,!explicit!or! implicit,!distinctive!of!an! individual!or!characteristic! of! a! group,! of! the! desirable! which! influences! the! selection! from!available! modes,! means! and! ends! of! actions.”! Rokeach! (1976)! has! a! similar!
! ! Page!31!
!
understanding!of!values,!which!he!ties!in!to!the!concepts!of!beliefs!and!attitudes,!each!of!which!will!be!examined!in!turn.!!For! Rokeach! (1976,! p2)! “beliefs! are! inferences! made! by! an! observer! about!underlying! states! of! expectancy.”! These! beliefs! are! arranged! within! a! belief!system.! Belief! systems! contain! “each! and! every! one! of! a! person’s! countless!beliefs! about!physical! and! social! reality”! in! an!organised!psychological! but!not!necessarily!logical!form!(Rokeach!1976,!p2).!Since!an!adult!can!have!hundreds!of!thousands!of!beliefs!within! their!belief! system,! it! becomes!apparent! that! some!beliefs!are!more!important!than!others.!Rokeach!(1976,!p5)!therefore!develops!a!hierarchy! of! beliefs,! where! higherXlevel! beliefs! are! considered! to! be! more!important!to!the!belief!system!due!to!their!“connectedness”!with!other!beliefs!or!centrality!within!the!system.!This!hierarchy!of!beliefs!is!summarised!below:!1. Type! A:! Primitive! beliefs!with! 100! per! cent! consensus! –! the! innermost!core!of!the!belief!system,!and!rarely!subjects!of!controversy.!These!beliefs!make! up! a! persons! ““basic! truths”! about! physical! reality,! social! reality,!and!the!nature!of!the!self”!(Rokeach!1976,!p6).!An!example!of!such!a!belief!is!that!the!sun!will!rise!tomorrow.!2. Type!B:!Primitive!beliefs!with!0!per! cent! consensus!–! similar! to!Type!A!beliefs,! with! the! exception! that! the! persistence! of! the! belief! “does! not!seem! to! depend! on! it! being! shared! with! others”! (Rokeach! 1976,! p8).!Examples! of! such! beliefs! include! phobias,! delusions,! and! various! egoXenhancing!and!egoXdeflating!beliefs.!3. Type!C:! Authority! beliefs! –! develop! out! of! Type!A! beliefs,! and! “seem! to!serve! the!purpose!of! helping! the!person! to! round!out!his!picture!of! the!
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world,! realistically!and!rationally! to! the!extent!possible,!defensively!and!irrationally! to! the! extent! necessary”! (Rokeach! 1976,! p9).! These! beliefs!seem!to!be!concerned!with!authority,!and!help!inform!“which!authorities,!positive!and!negative,!are!we!to!trust!and!distrust,!to!look!to!and!not!look!to,!as!we!go!about!our!daily!lives”!(Rokeach!1976,!p10).!These!beliefs!tend!to!remain!constant,!but!are!still!easier!to!change!than!Type!A!and!Type!B!beliefs,!such!as!through!a!religious!conversion.!4. Type! D:! Derived! beliefs! –! directly! derived! from! Type! C! beliefs,! as!“believing!in!the!credibility!of!a!particular!authority!implies!an!acceptance!of! other! beliefs! perceived! to! emanate! from! such! authority”! (Rokeach!1976,! p10).! These! beliefs! form! what! is! known! as! “institutionalized!ideology”!and!help!form!the!basis!of!group!identities.!5. Type!E:!Inconsequential!beliefs!–!related!to!matters!of!taste.!!Beliefs! lead! to! actions! or! behaviours! through! their! impact! on! a! person’s!attitudes.! Rokeach! (1976,! p112)! defines! an! attitude! as! “a! relatively! enduring!organization!of!beliefs!around!an!object!or!situation!predisposing!one!to!respond!in! some! preferential! manner.”! Attitudes! are! therefore! a! collection! of! beliefs!“organized! around! an! object! or! a! situation”! and! give! rise! to! action! when! the!object!or!situation!materialises!(Rokeach!1976,!p123).!!!Rokeach!(1976,!p124)!defines!values!as!“a!type!of!belief,!centrally!located!within!one’s!total!belief!system,!about!how!one!ought!or!ought!not!to!behave,!or!about!some! endXstate! of! existence! worth! or! not! worth! attaining.! Values! are! thus!abstract! ideals,! positive! or! negative,! not! tied! to! any! specific! attitude,! object! or!
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situation,!representing!a!person’s!beliefs!about!ideal!modes!of!conduct!and!ideal!terminal! goals.”! A! value! is! therefore! the! end! state! that! a! person! sees! as!preferable! to! all! other! end! states.! “Once! a! value! is! internalized! it! becomes,!consciously! or! unconsciously,! a! standard! or! criterion! for! guiding! action,! for!developing! and!maintaining! attitudes! towards! relevant! objects! and! situations,!for!justifying!one’s!own!and!others’!actions!and!attitudes,!for!morally!judging!self!and!others,!and!for!comparing!self!with!others”!(Rokeach!1976,!p124).!As!they!do!with! beliefs,! each! person! has! a! value! system,!which! allows! them! to! choose!between! conflicting! values! in! various! situations.! Individuals,! however,! tend! to!share!common!elements!across!their!value!systems,!as!“while!personality!factors!will!give!rise!to!variations!in!individual!value!systems,!cultural,!institutional,!and!social! factors! will! nevertheless! restrict! such! variations! to! a! reasonably! small!number!of! dimensions”! (Rokeach!1976,! p161).!Thus! culture,! as!understood!by!Hofstede!(1980,!2001),!is!the!collection!of!values!shared!in!common!by!people!of!the!same!society.!!While! Hofstede’s! understanding! of! culture! is! linked! to! belief! systems! through!values,!North!directly!ties!institutions!to!belief!systems.!!! “Belief! systems! embody! the! internal! representation! of! the! human!landscape.!Institutions!are!the!structure!that!humans!impose!on!that!landscape! in! order! to! produce! the! desired! outcome.! Belief! systems!therefore! are! the! internal! representation! and! institutions! the!external!manifestation!of!that!representation”!(North!2005,!p49).!!
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North!continues:!! “The! intimate! interrelationship! of! beliefs! and! institutions,! while!evident!in!the!formal!rules!of!a!society,!is!most!clearly!articulated!in!the! informal! institutions! –! norms,! conventions,! and! internally! held!codes! of! conduct.! These! informal! institutions! not! only! embody! the!moral! codes! of! the! belief! system,! which! tend! to! have! common!characteristics!across!cultures,!but!also!embody!the!norms!particular!to! individual! societies,! which! are! very! diverse! across! cultures.”!(North!2005,!p50).!!North’s! description! of! informal! institutions! as! ‘norms,! conventions,! and!internally!held!codes!of!conduct’!is!echoed!in!the!definition!proposed!by!Raiser:!! “Informal! institutions!may! then! be! understood! as! the! collection! of!social! norms,! conventions,! and! moral! values! that! constrain!individuals!and!organizations!in!pursuit!of!their!goals.”!(Raiser!2001,!p218).!!Raiser!(2001,!p219)!continues!that!informal!institutions!are!“usually!understood!as!a!set!of!social!and!moral!norms!which!coordinate!people’s!expectations!of!one!another.”!He!distinguishes!between!social!and!moral!norms!by!stating!that!social!norms! are! nonXconsequentialist.! “While! social! norms!may! be! sustained! out! of!selfish! motivations! alone,! moral! norms! pay! explicit! attention! to! the! effect! of!one’s! behaviour! on! the! others”! (Raiser! 2001,! p219).! Thus,! applying! this!
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understanding!of!‘social’!and!‘moral’!to!his!“social!norms,!conventions,!and!moral!values”! (Raiser! 2001,! p18)! reconciles! them! to! North’s! (2005,! p50)! “norms,!conventions,!and!internally!held!codes!of!conduct.”!!!Raiser! continues:! “informal! institutions! are! selfXenforcing,! in! that! they! become!internalized!through!socialization!and!need!only!the!threat!of!social!exclusion!as!a! sanctioning! mechanism”! (Raiser! 2001,! p219).! This! is! in! contrast! to! formal!institutions! such!as! legal!norms,!which!are! “enforced!by!professionals,! such!as!judges!and!the!police”!(Raiser!2001,!p219).!Culture,!as!understood!by!Hofstede,!is!thus!an!informal!institution.!!!By!using!enforcement!mechanisms!to!differentiate!between!formal!and!informal!institutions,!Raiser! (2001)!addresses!many!of!Hodgson’s! (2006)! concerns!with!North’s! (1990)!definition.!Hamilton! (2005)! asks! the!question!of!what! happens!when! informal! institutions!become!crystalized!as! formal! institutions.!Does! this!mean! that! the! formal! institution! replaces! the! informal! institution,! and! the!informal! institution!ceases! to!exist?!The!answer! is! that! the! informal! institution!continues! to! exist! as! long! as! it! plays! a! selfXenforced! role! in! the! ‘social! norms,!conventions!and!moral!values’!of!people!in!society.!!This!thesis!adopts!Raiser’s!(2001)!definition!of!informal!institutions,!noting!that!it!is!similar!to!Veblen’s!(1988)!understanding!of!institutions!as!being!habits,!and!also!Commons’!(1934)!understanding!of!‘organized!custom.’!!!
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2.3.3(THE(IMPORTANCE(OF(INFORMAL(INSTITUTIONS(!Having! defined! informal! institutions! in! Subsection! 2.3.2,! this! chapter! now!highlights! their! importance! in! explaining! economic! growth! and! development.!This!discussion! is!motivated! in!part!by!Acemoglu!and!Robinson’s! (2012)!claim!that! informal! institutions,! or! what! they! call! ‘the! culture! hypothesis,’! does! not!adequately!account!for!differences!in!economic!prosperity.!!!Instead,! Acemoglu! and! Robinson! (2012)! propose! a! theory! based! on! formal!institutions,! whereby! economic! prosperity! arises! from! inclusive! economic!institutions! supported! by! inclusive! political! institutions! that! protect! property!rights.!Inclusive!institutions!“are!those!that!allow!and!encourage!participation!by!the!great!mass!of!people!in!economic!activities!that!make!best!use!of!their!talents!and! skills! and! that! enable! individuals! to! make! the! choices! they! wish.! To! be!inclusive,! economic! institutions! must! feature! secure! private! property,! an!unbiased!system!of! law,!and!a!provision!of!public!services!that!provides!a!level!playing!field!in!which!people!can!exchange!and!contract;!it!also!must!permit!the!entry! of! new! businesses! and! allow! people! to! choose! their! careers”! (Acemoglu!and!Robinson!2012,!p74X75).!This!is!in!contrast!to!extractive!institutions,!which!concentrate! economic! and! political! power! in! the! hands! of! a! small! number! of!citizens.!Acemoglu! and!Robinson!argue! that! the!key!determinants!of! economic!institutions! are! the! political! institutions! within! a! society.! “Politics! surrounds!institutions! for! the!simple!reason!that!while! inclusive! institutions!may!be!good!for!the!economic!prosperity!of!a!nation,!some!people!or!groups,!such!as!the!elite!of! the! Communist! Party! of! North! Korea! or! the! sugar! planters! of! colonial!
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Barbados,!will!be!much!better!off!by!setting!up! institutions! that!are!extractive.!When!there!is!conflict!over!institutions,!what!happens!depends!on!which!people!or! group!wins! out! in! the! game! of! politics! –!who! can! get!more! support,! obtain!additional! resources,! and! form! more! effective! alliances.! In! short,! who! wins!depends! on! the! distribution! of! political! power! in! society”! (Acemoglu! and!Robinson!2012,!p79).!!Acemoglu! and! Robinson! (2012,! p81)! define! inclusive! political! institutions! as!those! that! are:! (i)! “sufficiently! centralized;”! and! (ii)! “pluralistic.”! If! either!condition!is!not!satisfied!then!the!political!institutions!are!extractive.!Changes!in!a!nation’s!political!institutions!occur!slowly,!and!the!consequences!on!economic!institutions! are! not! immediately! apparent.! Eventually! the! nation! will! reach! a!‘critical! juncture’! where! its! institutional! response! will! send! it! down! a! certain!development! trajectory.! This! theory! thus! has! limited! predictive! power,! but! it!remains!useful!for!explaining!differences!in!economic!prosperity!across!nations.!!To! address! Acemoglu! and!Robinson’s! (2012)! argument,! it! is! first! necessary! to!define!formal!institutions.!Formal!institutions!are!not!the!focus!of!this!thesis,!so!a!brief! review! of! North’s! (1990)! understanding! will! suffice.! North! (1990,! p46)!states! that! the! difference! between! informal! and! formal! institutions! “is! one! of!degree,”!as!informal!institutions!are!the!unwritten!rules!of!a!society,!and!formal!institutions! are! the! written! rules.! As! a! society! develops! and! becomes! more!complex,! formal! legal! and! political! systems! are! developed.! These! are! formal!institutions!as!they!are!a!formalisation!of!the!rules!or!constraints!present!within!
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that! society.! North! (1990)! uses! constitutions,! statute! law,! common! law,! and!individual!contracts!as!examples!of!formal!institutions.!!North! (1989,! p1322)! disagrees! with! Acemoglu! and! Robinson,! arguing! that!informal!institutions!are!“much!more!important”!than!formal!institutions,!as!it!is!the! informal! institutions! that! determine! the! impact! formal! institutions! have! in!society.!North!(1990)!cites!the!Constitution!of!the!United!States!of!America!as!an!example! of! how! different! informal! institutions! can! lead! to! different! social!outcomes!of!the!same!formal!institution!across!societies.!! “The! U.S.! Constitution! was! adopted! (with! modifications)! by! many!Latin!American!countries!in!the!nineteenth!century,!and!many!of!the!property! rights! laws! of! successful! Western! countries! have! been!adopted! by! Third! World! countries.! The! results,! however,! are! not!similar! to! those! in! either! the! United! States! or! other! successful!Western!countries.!Although!the!rules!are!the!same,!the!enforcement!mechanisms,! the!way! enforcement! occurs,! the! norms! of! behaviour,!and!the!subjective!models!of!the!actors!are!not.”!(North!1990,!p101)!!Pejovich! (1999)! outlines! numerous! other! examples!where! the! application! of! a!similar! set! of! formal! institutions! across! countries! with! different! informal!institutions!leads!to!different!outcomes.!Acemoglu!(2010,!p4)!seems!to!recognise!as!much!when!he!writes! “the!belief! among! the!majority!of!US! citizens! that! the!Constitution! safeguards! their! rights! undoubtedly! plays! an! important! role! in!enabling!the!Constitution!to!do!just!that.”!
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!The!primary! reason!Acemoglu! and!Robinson! (2012,! p57)!provide! for! rejecting!the! importance! of! informal! institutions! is! that! the! informal! institutions! “often!emphasized! X! religion,! national! ethics,! African! or! Latin! values! –! are! just! not!important! for! understanding! how!we! got! here! and!why! the! inequalities! in! the!world!persist.”!While!this!may!be!true!for!these!specific!informal!institutions,!it!is!no! justification! for! ruling! out! the! importance! of! every! informal! institution.!Acemoglu!and!Robinson!(2012)!continue!that! the! informal! institutions!that!are!important! are! themselves! driven! by! formal! institutions.! Once! again,!while! this!may!be!true!for!societal! levels!of!trust,!which!is!the!example!used!by!Acemoglu!and! Robinson,! it! does! not! necessarily! follow! that! this! is! true! for! all! informal!institutions.!Grief!(1993,!1994),!for!example,!finds!that!some!formal!institutions!are!determined!by!informal!institutions.!!Greif!(1993;!1994)!undertook!a!comparative!historical!analysis!of!the!merchantXagent! commitment! problems! faced! by! the! Genoese! and! Maghribi! traders,! and!found! that! informal! institutions! determine! formal! institutions.! His! analysis! is!especially! pertinent! as! “the! Maghribis! and! the! Genoese! faced! a! similar!environment,! employed! comparable! naval! technology,! and! traded! in! similar!goods”!(Grief!1994,!p917).!Grief!concludes!that!the!collectivist!cultural!beliefs!of!the!Magribi!traders!“led!to!a!collectivist!society!with!an!economic!selfXenforcing!collective!punishment,!horizontal!agency!relations,!segregation,!and!an!inXgroup!social!communication!network!(Grief!1994,!p936).!The!threat!of!exclusion!from!the! collectivist! society!was! sufficient! to! prevent! agents! from! cheating! on! their!
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contracts,!hence!there!was!no!need!to!establish!an!intricate!formal!institutional!framework.!!!The! individualistic! cultural! beliefs! of! the! Genoese! traders,! however,! “led! to! an!individualist! society!with!a!vertical! and! integrated!social! structure,! a! relatively!low! level! of! communication,! and! no! economic! selfXenforcing! collective!punishment”! (Grief! 1994,! p936).! To! support! trade! and! remove! the! threat! of!“improper”! behaviour,! the! Genoese! developed! an! elaborate! set! of! formal!institutions!“to!support!collective!action!and!exchange”!(Grief!1994,!p937).!Grief!(1994,!p941)!argues!that!the!acceptance!of!this!formal!set!of!institutions!leads!to!a! further! change! in! the! organisation! of! society! as! “direct! responses! to!subsequent!contractual!problems.”!!Grief! then! turns! his! focus! to! the! bill! of! lading! and! letter! of! advice! as! a! formal!enforcement! mechanism! to! protect! trader’s! goods.! He! shows! that! formal!institutions!arose!amongst!the!Genoese!traders!precisely!because!their!informal!institutions!were!unable!to!prevent!traders!from!suffering!embezzlement!of!their!goods.! The! Maghribis,! on! the! other! hand,! “rejected! the! bill! because! they! had!solved! the! related! organization! problem! by! using! their! informal! collective!enforcement!mechanisms”!(Grief!1994,!p939).!This!finding!of!Grief,!that!informal!institutions! determine! formal! institutions,! is! supported! by! other! studies! (e.g!Stulz!and!Williamson!2003;!Licht!et!al.!2005).!!Acemoglu! and! Robinson! (2012,! p62)! also! challenge! the! contention! that! the!influence! of! the! English! culture! “explains! why! countries! such! as! the! United!
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States,!Canada!and!Australia!are!so!prosperous.”!They!assert!is!that!“Sierra!Leone!and!Nigeria”!were!also!English!colonies,!and!“the!variation!in!prosperity!within!former!English!colonies!is!as!great!as!that!in!the!entire!world.”!What!Acemoglu!and!Robinson!overlook,!however,!is!that!if!informal!institutions!are!the!driver!of!economic!prosperity,!then!the!proportion!of!European!settlers!should!determine!the! economic! prosperity! of! the! English! colonies.! This! is! because! informal!institutions!are!transported!to!the!colonies!inside!the!people!who!share!in!these!values,!attitudes!and!beliefs.!Within! the!British!Empire! there!were! four! former!colonies! in! which! the! European! population! became! the! majority:! Australia,!Canada,!New!Zealand!and! the!United!States!of!America.!Each!of! these! four!has!reached!a!level!of!economic!prosperity!well!beyond!the!others.!!Another! study! by! Acemoglu! suffers! from! the! same! oversight.! Acemoglu! et! al.!(2001)! use! mortality! rates! of! European! soldiers,! bishops! and! sailors! as! an!instrument! for! the! types! of! institutions! established! within! colonies.! Their!argument! is! that!Europeans! are! likely! to! set! up! inclusive! institutions! in! places!where! they! have! lower! mortality! rates,! and! extractive! institutions! in! places!where!they!have!higher!mortality!rates.!The!findings!suggest!that!the!nature!of!formal! institutions! established! by! Europeans! within! each! colony! plays! a!significant! role! in!explaining!current!economic!outcomes.!Glaeser!et!al.! (2004),!however,! point! out! that! European! settlers! brought! their! informal! institutions!with! them,! and! therefore,! Acemoglu! et! al.! (2001)! do! not! isolate! formal!institutions.! Nunn! (2012)! agrees,! and! provides! further! arguments! that! formal!institutions!are!determined,!in!part,!by!informal!institutions.!Incidentally,!Albouy!(2012,!p3073)!argued!that!the!Acemoglu!et!al.!(2001)!data!suffered!from!“severe!
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measurement! problems,”!which!he! argues! raises! serious! questions! about! their!conclusions.! Acemoglu! et! al.! (2012,! p3106)! defend! their! data! as! being! “highly!robust!to!a!range!of!checks!and!variations.”!This!discussion!is!not!concerned!with!the!reliability!of!Acemoglu!et!al.’s!(2001)!data.!Instead,!it!simply!points!out,!along!with! Glaeser! et! al.! (2004)! and! Nunn! (2012),! that! Acemoglu! et! al.’s! (2001)!arguments! can! just! as! easily! be!used! to!demonstrate! that! informal! institutions!are!a!significant!driver!of!economic!outcomes.!!This! does! not! mean! that! Acemoglu! and! Robinson’s! (2012)! theory! should! be!dismissed.! They! correctly! highlight! the! importance! of! inclusive! economic! and!political! systems! in! explaining! economic! growth.! Their! weakness! is! that! they!dismiss! informal! institutions! completely.! This! thesis! does! not! argue! that!changing! a! nation’s! informal! institutions! is! sufficient! in! itself! to! bring! about!economic! prosperity.! Instead,! this! thesis! seeks! to! demonstrate! that! informal!institutions! are! one! piece! of! the! puzzle! explaining! differences! in! economic!growth!and!development!across!nations.!!!
2.3.4(CONCLUSION(!Section!2.3! achieved! two!objectives.! The! first!was! to! outline!what! is!meant! by!‘informal! institutions’! and! to! develop! a! definition! that! will! be! used! for! the!remainder!of!this!thesis.!This!was!achieved!in!Subsection!2.3.2,!which!reviewed!the! literature! and! settled! on! the! definition! developed! by! Raiser! (2001).! The!second! objective! was! to! highlight! the! importance! of! informal! institutions! in!explaining!economic!growth!and!development.!This!was!achieved!in!Subsection!
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2.3.3!by!defending!the!study!of!informal!institutions!from!the!various!arguments!put!forwards!by!Acemoglu!et!al.!!
2.4(TOWARDS(AN(INTEGRATED(THEORY(!
2.4.1(INTRODUCTION(!This!section!has!two!objectives.!The!first!is!to!review!the!two!dominant!schools!of! thought! linking! informal! institutions! to! economic! growth! and! development.!This!is!achieved!in!Subsection!2.4.2,!which!introduces!the!Primacy!of!Institutions!Theory,! Subsection! 2.4.3,! which! introduces! the! Grand! Transition! Theory,! and!Subsection!2.4.4,!which!reviews!the!empirical!literature!supporting!both!schools!of! thought.!The! second!objective,! achieved! in!Subsection!2.4.5,! is! to!bring!both!schools!of! thought! together! in!an! integrated!theory.!Subsection!2.3.6!concludes!this!section.!!
2.4.2(PRIMACY(OF(INSTITUTIONS(THEORY(!The!Primacy!of!Institutions!Theory!“sees!the!exogenous!selection!of!institutions!as! the! generator! of! development”! (Paldam! and! Gundlach! 2008,! p66).! Weber!(2009)!is!credited!as!the!first!to!articulate!the!role!of!informal!institutions,!in!his!case! the! Protestant! work! ethic,! in! explaining! economic! development.! The!underlying!syllogism!of!this!perspective,!as!explained!by!Acemoglu!et!al.!(2005),!is! since! economic! institutions! drive! economic! performance,! and! nonXeconomic!
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institutions!determine!economic! institutions,!nonXeconomic! institutions!are! the!first!cause!of!economic!performance.!!Many! authors! in! the! New! Institutional! Economics! tradition! follow! in! the!footsteps! of!North! (1989;! 1990),!who!developed! a!model! for! explaining! crossXnational! differences! in! economic! growth! based! on! Coase’s! (1937)! work! with!transaction! costs.! North! argues! that! the! difference! in! a! society’s! wealth! is!inversely!proportional! to!the!size!of! its! transaction!costs.!Therefore!a!nation! in!which!there!is!a!lower!cost!of!transacting!will!be!wealthier!than!a!nation!in!which!this! cost! is! higher.! North! argues! that! transaction! costs! are! determined! by! the!institutions!present!in!each!nation.!It!is!for!this!reason!that!North!(1990,!p107)!claims!institutions!“are!the!underlying!determinant!of!the!longXrun!performance!of!economies.”!!Paldam!and!Gundlach!(2008)!state!that!the!Primacy!of!Institutions!view!seems!to!be!dominant! in! the! economics! literature! today,!but! this! could!be!due! to!better!story!telling!rather!than!empirical!results.!!
2.4.3(GRAND(TRANSITION(THEORY(!While!this!thesis!has!thus!far!focused!on!the!Primacy!of!Institutions!Theory,!the!Grand! Transition! Theory! is! also! worth! investigating.! The! Grand! Transition!Theory! is! best! summarised! by! the! phrase! “development! causes! everything”!(Paldam! and! Gundlach! 2008,! p68).! The! underlying! argument! is! that! once!economic!growth!or!development!starts!in!a!nation,!that!nation’s!institutions!will!
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inevitably!change.!This!theory!was!first!articulated!by!Marx,!who!argued!that!the!economy,!or!in!his!words,!the!‘factors!of!production,’!determine!the!institutions!or! ‘superstructure’! of! each! society.! Inglehart! and!Welzel! (2005,! p1)! argue! that!while!Marx!and!others!who! initially! espoused! this!view!were! “wrong!on!many!points,! their! central! insight! –! that! socioeconomic! development! brings! major!social,!cultural!and!political!changes!–!is!basically!correct.”!!Inglehart! and! Welzel! (2005,! p2),! who! call! this! perspective! ‘modernization!theory,’!explain!the!transformation!in!society!as!follows:!! “Economic! growth,! rising! levels! of! education! and! information,! and!diversifying! human! interactions! increase! people’s! material,!cognitive,! and! social! resources,! making! them! materially,!intellectually,! and! socially! more! independent.! Rising! levels! of!existential! security! and! autonomy! change! people’s! firsthand! life!experiences! fundamentally,! leading! them! to! emphasize! goals! that!were! previously! given! lower! priority,! including! the! pursuit! of!freedom.! Cultural! emphasis! shifts! from! collective! discipline! to!individual! liberty,! from! group! conformity! to! human! diversity,! and!from!state!authority!to!individual!autonomy.”!(Inglehart!and!Welzel!2005,!p2)!!It!is!important!to!recognise!that!Inglehart!and!Welzel!argue!that!while!economic!factors! are! significant! in! explaining! institutional! change,! they! are! not! the! only!causes!of!change.!Furthermore,!institutional!change!is!not!linear,!but!values!are!
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nevertheless!“changing!in!a!predictable!direction!as!socioeconomic!development!takes!place”! (Inglehart!and!Welzel,!2005!p1).! Inglehart!and!Welzel!provide! the!following! example! to! highlight! how! changes! in! informal! institutions! can! be!predicted!by!economic!growth!and!development:!! “As! the!work! force! shifts! from! the! agrarian! sector! to! the! industrial!sector,! people’s! worldviews! tend! to! shift! from! an! emphasis! on!traditional! values! to! an! emphasis! on! secularXrational! values.!Subsequently,! as! the!work! force! shifts! from! the! industrial! sector! to!the! services! sector,! a! second! major! shift! in! values! occurs,! from!emphasis!on!survival!values!to!emphasis!on!selfXexpression!values.”!(Inglehart!and!Welzel!2005,!p6)!!Chapter! 8! contains! a!more! detailed! discussion,! and! empirical! testing,! of! some!informal! institutions! that! the! literature! suggests! are! driven! by! economic!development.!!
2.4.4(EMPIRICAL(FINDINGS(!This! subsection! briefly! reviews! some! of! the! empirical! studies! in! the! literature!that!find!a!relationship!between!informal!institutions!and!economic!outcomes.!A!more! detailed! analysis! of! the! literature! is! undertaken! in! later! chapters,!where!appropriate.!!!
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Franke! et! al.! (1991)! examine! the! relationship! between! culture! and! economic!outcomes,! and! find! evidence! that! Hofstede’s! (1980)! Individualism! and! The!Chinese! Cultural! Connection’s! (1987)! Confucian! Dynamism! are! important! in!explaining! differences! in! economic! growth! rates! across! nations.! Johnson! and!Lenartowicz! (1998),! however,! find! limited! evidence! that! Hofstede’s! (1980)!Uncertainty!Avoidance!and!Masculinity!drive!economic!growth.!Using!the!more!recent! GLOBE! (House! et! al.! 2004)! cultural! study,! Petrakis! and! Kostis! (2013)!develop! a! SolowXRomer! augmented! growth! model,! and! find! that! social!orientation! is! a!key!driver!of! economic!growth.!All! these! studies!are!examined!further!in!later!chapters.!!A! large! number! of! studies! use! the!World) Values) Survey! to! measure! informal!institutions.!For!example,!Zak!and!Knack!(2001,!p317)! find! that! “trust,!and! the!social! institutional! factors! that! affect! it,! significantly! influence! growth! rates”!across!nations.!In!a!followXup!study,!the!same!authors!examine!how!trust!can!be!improved! within! a! society,! and! conclude! that! the! rule! of! law,! redistributive!transfers! and! education! geared! towards! interpersonal! understanding! are! the!foundations!of!economic!prosperity!(Knack!and!Zak!2003).!Licht!et!al.!(2007)!use!instrumental! variables! to! show! that! rule! of! law! is! determined,! in! part,! by!national! cultures.! Guiso! et! al.! (2003)! find! evidence! that! religious! beliefs!determine! of! the! level! of! trust! within! a! society,! and! also!more! generally,! that!religious!beliefs!are!positively!associated!with!other!institutions!that!encourage!economic! growth.!Marini! (2004)! focuses!on! generalizable! trust! (as! opposed! to!inXgroup! trust),! and! finds! that! it! explains!differences! in!economic!growth!rates!across!nations.!He!also!finds,!along!with!Granato!et!al.!(1996),!that!achievement!
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motivation! influences! economic! growth! across! nations.! Maridal! (2013)! finds!further! evidence! that! achievement! motivation! and! social! trust! determine!economic!prosperity.!Guiso!et!al.!(2006)!find!that!attitudes!towards!thrift!within!a!nation!explain!crossXnational!differences!in!saving!rates,!which!the!Solow!Swan!model!predicts!will!increase!the!long!run!wealth!of!a!nation.!!Tabellini!(2010)!undertook!an!instrumental!variable!analysis!using!literacy!rates!and! political! institutions! from! 19th! Century! Europe! as! proxies! for! informal!institutions.!He!found!that!trust,!respect!for!others,!and!confidence!in!individual!selfXdetermination!have!causal!effects!on!economic!growth!rates!across!different!regions!of!Europe.!In!an!earlier!paper,!where!he!used!language!as!an!instrument,!Tabellini! (2008)! found! further! limited! evidence! of! a! causal! relationship! from!societal! values! (informal! institutions)! to! institutional! outcomes! (formal!institutions).!The!strength!of!this!finding!is!limited!by!the!small!sample!size.!His!results,! however! are! supported! by! Licht! et! al.’s! (2007),! who! found! the! same!relationship!from!culture!to!rules!of!law.!Greif!(1993,!1994)!also!found!evidence!that! informal! institutions! drive! formal! institutions,! as! outlined! in! Subsection!2.3.3.! Knowles! and! Weatherston! (2006)! used! the! same! measure! of! informal!institutions! as! Tabellini! (2010),! and! found! that! informal! institutions! are! as!important! as! formal! institutions,! geography! and! openness,! in! explaining! deepXdeterminants!of!income!levels!across!countries.!!!Banfield! (1958)! agrees! that! informal! institutions! are! a! primary! cause! of!economic!development.!After!living!in!and!studying!a!poor!southern!Italian!town!for! nine!months! between! 1954! and! 1955,! Banfield! (1958! p10)! concluded! that!
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“the! extreme! poverty! and! backwardness!…! is! to! be! explained! largely! (but! not!entirely)!by!the! inability!of! the!villagers!to!act! together! for!their!common!good!or,! indeed,! for! any! end! transcending! the! immediate,! material! interest! of! the!nuclear!family.”!!!While! there! are! numerous! empirical! studies! supporting! the! Primacy! of!Institution! Theory,! a! growing! body! of! literature! finds! evidence! to! support! the!Grand! Transition! Theory.! Using! the! World! Values! Survey,! Inglehart! (1971)!shows! that! societal! values! in! Europe! are! changing! due! to! the! unprecedented!economic! security! experienced! by! Europeans.! Echoing! Maslow’s! (1943)!Hierarchy!of!Needs,!Inglehart!argues!that!Europe!is!undergoing!a!rise!in!what!he!calls!‘postXmaterialist!values’!as!a!result!of!lower!order!sustenance!(or!material)!needs!being!satisfied!(Inglehart!1977).!Europeans!are!therefore!placing!a!greater!emphasis!on!nonXmaterial!or!postXmaterial!needs!such!as!a!sense!of!community,!care!for!the!environment,!and!tolerance!of!alternative!sexualities!(Inglehart!and!Appel!1989).!These!postXmaterialistic!values!develop!in!the!youth!of!each!nation,!and! become! dominant! in! each! nation! as! the! younger! generation! replaces! the!older! one.! His! findings! have! been! supported! by! numerous! later! studies!(Abramson! and! Inglehart! 1986;! Abramson! and! Inglehart! 1987;! Inglehart! and!Abramson!1994).!!Inglehart’s!findings!on!intergenerational!value!differences!need!to!be!contrasted!with!Guiso!et!al.’s!(2006)!finding!that!children!of!immigrants!to!the!United!States!tend!to!maintain!societal!levels!of!trust!similar!to!their!ancestors’!nation,!despite!growing! up! in! a! different! economic! and! institutional! environment.! This!
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highlights! the! importance! of! properly! defining!which! informal! institutions! are!being! analysed,! as! different! sets! of! informal! institutions! may! have! different!causes!and!effects.!!There! is! evidence! in! the! literature! suggesting! a! twoXway! relationship! between!similar!informal!institutions!and!economic!prosperity.!This!is!best!demonstrated!by! the! two!empirical! studies!of!Barro!and!McCleary! (2003),! and!McCleary! and!Barro!(2006a).!In!their!earlier!study,!Barro!and!McCleary!(2003,!p760)!find!that!religious!belief!leads!to!higher!levels!of!economic!growth!due!to!its!influence!on!“individual! traits! that!enhance!economic!performance,”!while!religious!practice!leads!to!lower!levels!of!economic!growth.!However,!in!their!later!study,!McCleary!and! Barro! (2006a)! use! instrumental! variables! to! find! that! higher! levels! of!economic! growth! lead! to! lower! levels! of! ‘religiosity,’!which! is! a!much! broader!measure! than! any! of! the! measures! used! in! their! first! study.! The! authors!therefore! conclude! that! “religion! has! a! twoXway! interaction! with! political!economy”!(McCleary!and!Barro!2006b,!p49).!!!!
2.4.5(THE(INTEGRATED(THEORY(!In! his! analysis! of!Marx’s!writings,! Joseph! Schumpeter! (2011,! p10)! argues! that!Marx’s! economic! interpretation! of! history! “is! doubtless! one! of! the! greatest!individual!achievements!of!sociology!to!this!day.”!This!is!important,!as!the!logic!behind!this!interpretation!of!history!became!the!philosophical!foundation!of!the!Grand!Transition!Theory.!Schumpeter,!however,!stresses!that:!!
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“The!economic!interpretation!of!history!does!not!mean!that!men!are,!consciously! or! unconsciously,! wholly! or! primarily,! actuated! by!economic!motives.!On! the! contrary,! the!explanation!of! the! rate!and!mechanism!of!nonXeconomic!motives!and!the!analysis!of!the!way!in!which! social! reality! mirrors! itself! in! the! individual! psyches! is! an!essential! element! of! the! theory! and! one! of! its! most! significant!contributions.!Marx!did!not!hold!that!religions,!metaphysics,!schools!of! art,! ethical! ideas! and! political! volitions!were! either! reducible! to!economic!motives! or! of! no! importance.! He! only! tried! to! unveil! the!economic!conditions!which!shape!them!and!which!account!for!their!rise! and! fall.! The! whole! of! Max! Weber’s! facts! and! arguments! fit!perfectly!into!Marx’s!system.”!(Schumpeter!2011,!p10X11)!!Schumpeter! thus! argues! that! the! foundations! of! both! the! Grand! Transition!Theory! and! the! Primacy! of! Institutions! Theory! can! be! reconciled! into! one!conceptual!framework.!This!thesis!agrees,!and!combines!both!perspectives!into!an!‘integrated!theory.’!By!way!of!example:!following!from!Weber’s!(2009)!thesis,!the! rise!of!Protestantism! in!Northern!Europe!created! the!work!ethic!and! thrift!which! led! to! a! higher! level! of! economic! development! and! growth.! Marx! and!Engels! (2002)! argue! that! this! economic! development! will! lead! to! a! lower!importance!or!value!being!placed!on!the!nuclear!family1.!Therefore,!one!informal!institution!caused!economic!growth,!which!in!turn!caused!a!change!to!a!different!informal!institution.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!1!Marx!and!Engel’s!(2002)!argument!is!revisited!in!Subsection!8.2.4!
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The!empirical!review!of!the!literature!clearly!demonstrates!this.!The!literature!in!support!of!the!Primacy!of!Institution!Theory!identifies!informal!institutions!such!as! interpersonal! trust,!achievement!orientation,!and! thrift!as! important!drivers!of!economic!growth!and!development.!Studies!that!find!empirical!support!for!the!Grand! Transition! Theory! find! that! other! informal! institutions,! such! as! postXmaterial!values,!are!caused!by!economic!development.!Each!theory! thus!claims!different!informal!institutions!as!supporting!its!perspective.!It!therefore!follows!that!both!theories!can!be!reconciled!into!one!integrated!theory.!!Figure!2.2!summarises!the!interaction!between!institutions!and!development:!!
Figure(2.2:(The(Integrated(Theory(
!Figure!2.2!shows!a!diagrammatic!presentation!of!the!integrated!theory!proposed!by!this!section!!As!Figure!2.2!shows,!there!is!one!group!of!informal!institutions!(Type!A),!which,!along!with!other!factors,!drive!economic!growth!and!development.!However,!as!the! economy! grows! and! develops,! there! is! a! change! to! a! different! group! of!informal! institutions! (Type! B).! This! chapter! makes! no! attempt! to! define! the!characteristics! of! ‘Type! A’! and! ‘Type! B’! informal! institutions.! It! simply! argues!that! different! informal! institutions! have! different! relationships! with! economic!growth!and!development.!!
Informal!Institutions!(Type!A)! Economic!Growth!and!Development! Informal!Institutions!(Type!B)!
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Adopting! this! integrated! approach! makes! it! necessary! to! distinguish! between!different! informal! institutions,! instead!of!combining!them!all! into!one!measure.!This! is! the! trap! that! Cornell! et! al.! (Forthcoming)! fell! into.! By! using! an! allXencompassing! measure! of! culture,! they! were! unable! to! isolate! the! aspects! of!culture!that!contribute!to,!or!are!affected!by,!economic!growth!and!development.!Huntington! (2000,! pxv)! highlights! the! problem! of! not! being! specific! when! he!wrote,!“if!culture!includes!everything,!it!explains!nothing.”!!
2.4.6(CONCLUSION(!This! section! achieved! two! objectives.! The! first! was! to! review! the! dominant!schools!of!thought!linking!informal!institutions!to!economic!outcomes.!This!was!achieved! by! outlining! the! theoretical! underpinnings! of! both! the! Primacy! of!Institutions! Theory! (in! Subsection! 2.4.2)! and! the! Grand! Transition! Theory! (in!Subsection! 2.4.3).! These! theories! were! examined! further! in! Subsection! 2.4.4,!which! reviewed! the! empirical! tests! linking! economic! outcomes! to! informal!institutions.!The!testing!revealed!that!there!is!sufficient!evidence!to!suggest!that!both!theories!have!some!truth! in! them.!The!second!objective,!motivated!by!the!findings!in!Subsection!2.4.4,!was!to!reconcile!both!theories!into!a!unified!theory.!This!was!achieved!in!Subsection!2.4.5,!which!proposed!an!integrated!theory.!This!integrated! theory! is! the! framework! in!which! the! remainder! of! this! thesis! will!proceed.!!!!
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2.5(CONCLUSION(!This! literature! review! achieved! three! objectives.! The! first! was! achieved! in!Section!2.2!by!placing!this!thesis! in!the!field!of!Institutional!Economics.!Section!2.2! introduced! and! defined! both! ‘institutional! economics’! and! ‘institutions.’! It!also! provided! a! summary! of! the! key! Institutionalist! ideas! by! outlining! the!development! of! Institutional! Economics,! first! as! originating! from! the! German!Historical! School,! its! development! in! the! American! Institutionalist! Tradition,!then!reXemerging!as!New!Institutional!Economics.!!The! second! objective! was! achieved! in! Section! 2.3,! which! defined! ‘informal!institutions’! and! highlighted! their! importance! in! explaining! economic! growth!and!development.!!The! third! objective! was! achieved! in! Section! 2.4,! which! established! what! is!already! known! about! the! relationship! between! informal! institutions! and!economic! outcomes.! Two! perspectives! were! identified:! the! Primacy! of!Institutions! Theory,! which! states! that! informal! institutions! drive! economic!outcomes;! and! the! Grand! Transition! Theory,! which! states! that! economic!outcomes!drive!informal!institutions.!An!examination!of!the!empirical!literature!found! evidence! to! support! both! theories.! This! led! to! the! development! of! an!integrated!theory,!in!which!some!informal!institutions!drive!economic!outcomes,!which! in! turn,! shape! a! different! set! of! informal! institutions.! This! integrated!theory! forms! the! foundation! of! the! empirical! analyses! carried! out! in! the!remainder!of!this!thesis.! !
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CHAPTER(3:(HOFSTEDE(AND(ECONOMICS(
3.1(INTRODUCTION,(MOTIVATION(AND(STRUCTURE(!This! chapter! begins! the! empirical! analysis! of! this! thesis! by! testing! whether!Hofstede’s! (1980)! cultural! indices! explain! differences! in! economic! growth! and!development! across! nations.! This! chapter! is! motivated! by! the! lack! of! robust!empirical! evidence! linking! Hofstede’s! (1980)! cultural! indices! to! economic!growth! and! development.! The! chapter! contributes! to! the! literature! by!empirically! testing! the! Primacy! of! Institutions! theory! using! Hofstede’s! (1980)!cultural! indices.!The! research!question! that! this! chapter! seeks! to! answer! is! ‘to!what! extent! do! Hofstede’s! (1980)! cultural! indices! explain! differences! in!economic!growth!and!development!across!nations?’!!This!chapter!proceeds!as!follows:!Section!3.2!examines!the!literature!connecting!Hofstede’s! (1980,! 2001)! cultural! values! to! economic! growth! and!development.!Section! 3.3! develops! the! methodology! used! to! answer! this! chapter’s! research!question.!Section!3.4!presents!the!results!of!both!the!univariate!analysis!and!the!multivariate!analysis.!Section!3.5!performs!a!series!of!robustness!tests!on!these!results.!Section!3.6!concludes!this!chapter.!!!!!!
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3.2(LITERATURE(REVIEW(!
3.2.1(INTRODUCTION(!This! section! has! two! objectives.! The! first! is! to! review! and! outline! Hofstede’s!(1980,! 1984,! 2001)! cultural! studies.! This! is! achieved! Subsection! 3.2.2.! The!second! objective! is! to! highlight! the! gap! in! the! literature! that! this! chapter! fills.!This! is! addressed! in! Subsection! 3.2.3,! which! reviews! the! empirical! literature!linking!Hofstede’s!studies!to!economic!outcomes.!Subsection!3.2.4!concludes!this!section.!!
3.2.2(CULTURE’S(CONSEQUENCES(!Hofstede’s! (1980)! Culture’s) Consequences! is! the! result! of! the! collection! of!!!!!!!!!!!117! 000! IBM! employee! surveys! between! 1967X1973! from! around! 88! 000!employees! across! 66! nations.! Using! these! surveys,! Hofstede! (1980;! 1984)!identified!the!following!four!cultural!dimensions!along!which!he!argues!societies!differ!from!each!other2:!1. Power! Distance! –! the! degree! to! which! power! inequalities! are! accepted!within! an! organisation! or! society,! without! justification.! A! lower! score!reveals! that! a! society! favours! equality! between! a! boss! and! his!subordinates,!instead!of!a!hierarchical!organisational!structure.!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!2!Hofstede’s!understanding!of!culture!was!outlined!in!Subsection!2.3.2!
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2. Uncertainty! Avoidance! –! the! degree! to!which!members! of! a! society! are!uncomfortable!with! uncertainty! or! changes.! A! lower! score! represents! a!more!relaxed!society!where!differences!are!tolerated.!!3. Individualism!X! the!degree! to!which! individuals! in!a!society! look!out! for!only!themselves!and!their!immediate!family.!A!lower!score!indicates!that!a! society! is! more! collectivist! and! hence! individuals! look! after! their!extended!family!and!other!social!groups.!4. Masculinity! –! the! preference! a! society! has! for! “achievement,! heroism,!assertiveness!and!material!success”!(Hofstede!1984,!p84).!A!lower!score!indicates! that! a! society! values! “relationships,! modesty,! caring! for! the!weak,!and!quality!of!life.”!(Hofstede!1984,!p84).!!In!his!2001!study!Hofstede!identified!a!fifth!cultural!dimension!based!upon!The!Chinese!Cultural!Connection!(1987)!study:!5. LongXversus!shortXterm!orientation!–!the!degree!to!which!a!member!of!a!society! looks! to! the! future! instead!of! the!past.!A! low!score! represents!a!greater! respect! for! tradition,! steadiness,! and! fulfilment! of! one’s!obligations.!!Since! their! publication,! Hofstede’s! (1980,! 1984,! 2001)! indices! have! been! used!extensively! in! many! areas! including! accounting! (e.g.! Gray! 1988;! Salter! and!Niswander! 1995;! Fearnley! and! Gray! 2015),! finance! (Gleason! et! al.! 2000),!international! business! (Kirkman! et! al.! 2006),! and! marketing! (Nakata! and!Sivakumar! 1996).! Hofstede! defends! the! continued! use! of! his! cultural! indices,!despite! being! over! thirty! years! old,! by! asserting! that! some! cultural! factors!
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endure!for!centuries!or!millennia.!Minkov!(2007)!finds!evidence!to!support!this!assertion! by! using! the! more! recently! collected! World) Values) Survey! data! to!develop! a! new! cultural! dimension! that! is! strongly! correlated! with! Hofstede’s!Individualism! index.! Hofstede! and! Minkov! have! since! teamed! up! to! integrate!their!results!(Hofstede!et!al.!2010).!!Despite! the!wide!use!of!Hofstede’s! indices,! his! study!has!been! criticised! in! the!literature.!Baskerville!(2003)!questions!the!validity!of! testing!national!cultures,!arguing!that!many!nations!are!made!up!of!groups!with!distinct!cultures.!Hofstede!(1980)! addressed! this! concern! in! his! original! study! when! he! stressed! the!importance!of!distinguishing!between!different!levels!of!cultures.!He!agrees!with!Baskerville!that!within!nations!there!are!numerous!“subXcultures.”!However,!he!contends!that!within!each!nation!is!a!set!of!values!and!beliefs!that!each!of!these!subXcultures!have!in!common.!These!shared!values!and!beliefs!are!what!Hofstede!calls!culture.!!McSweeney! (2002)! criticises! Hofstede’s! methodology.! McSweeney! (2002a)!observes! that! the! sample! size! employed! by! Hofstede! (1980)! is! not! uniform!across!nations,!then!proceeds!to!list!five!assumptions!which!he!claims!Hofstede’s!study! relies! upon,! all! of! which! are! invalid.! Hofstede! (2002)! responds! that!McSweeney’s!criticisms!are!not!new,!and!were!discussed!and!responded!to!in!the!second!edition!of!his!study.!McSweeney!(2002b)!replies!by!criticising!Hofstede!(2002)!for!referring!to!another!of!his!works,!instead!of!directly!responding!to!the!criticisms.!!
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3.2.3(HOFSTEDE(IN(ECONOMICS(!In! the! second! edition!of! his! study,!Hofstede! (2001)! linked!his! Power!Distance,!Uncertainty! Avoidance! and! Individualism! indices! to! economic! growth! and!national! wealth! by! testing! for! firstXorder! correlations.! An! advocate! of! Grand!Transition!Theory,!Hofstede!uses!his!results!to!argue!that!an!increase!in!the!level!of! national! wealth! leads! to! a! decrease! in! a! nation’s! Power! Distance,! and! an!increase! in! Individualism.! Hofstede! finds! mixed! results! for! his! Uncertainty!Avoidance!measure!and!no!significant!results!for!his!Masculinity!index.!!Franke! et! al.! (1991)! authored! the! most! comprehensive! analysis! of! the!relationship! between! Hofstede’s! (1980)! cultural! values! and! economic! growth.!The! authors! use! a! stepwise! regression! model! building! technique! (with! a!constraint! set! at! p<0.05! and! tolerance! >0.19)! to! create!models!with! economic!growth!as!the!dependent!variable.!There!are!two!sets!of!models,!those!that!seek!to!explain!past!economic!growth!(i.e.!before!1980,! the!year!Hofstede!published!his! study),! and! those! that! seek! to! explain! future! economic! growth! (post! 1980!growth).! In! each! of! the! models,! Confucian! Dynamism3!(which! is! similar! to!Hofstede’s! (2001)! LongXTerm! Orientation)! is! found! to! facilitate! economic!performance,! while! Hofstede’s! Individualism! is! found! to! impede! economic!growth! in!all!but!one!of! these!models.!Franke!et!al.! (1991)!conclude!that! these!two!indices!account!for!“most!of!the!variance!in!national!economic!growth!rates”!(Franke!et!al.!1991,!p172).!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!3!Measured!by!The!Chinese!Cultural!Connection!(1987)!
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Yeh!and!Lawrence!(1995)!make!two!criticisms!of!the!Franke!et!al.!(1991)!study.!The!first!relates!to!the!use!of!the!Confucian!Dynamism!cultural!measure.!Yeh!and!Lawrence! (1995,!p657)!argue! that! Individualism!and!Confucian!Dynamism!are!highly! interrelated,!and! therefore! “reflect! the!same!underlying!cultural!values.”!They! analyse! the! cultural! measures! for! each! country! and! claim! that! the!Confucian! Dynamism!measure! for! Pakistan! is! questionable.! They! also! identify!that!the!observations!for!Pakistan!are!highly!leveraged!in!each!of!the!regression!models!predicted!by!Franke!et!al.!(1991).!Yeh!and!Lawrence!(1995)!recalculate!each!model!without!the!observations!from!Pakistan!and!find!that!Individualism!and!Confucian!Dynamism!are!never!significant!in!the!same!model.!!!Fang! (2003)! goes! further! than! Yeh! and! Lawrence! (1995)! by! arguing! that!Hofstede’s! LongXterm! orientation! measure! (which! is! based! on! The! Chinese!Cultural!Connection’s!(1987)!Confucian!Dynamism)! is!methodologically! flawed,!and!therefore!only!has!a!very!limited!relevance!for!crossXcultural!research.!Kale!(1996)! finds! that! the! Confucian! Dynamism! cultural! dimension! has! limited!empirical!support.!Numerous!studies!focusing!on!Hofstede’s!measures!of!culture!ignore! this! dimension! (e.g.! Triandis! 1993;! Sondergaard! 1994;! Purnett! 1999),!while! others! that! use! the! measure! cite! problems! in! operationalising! it! (e.g.!Newman!and!Nollen!1996;!Redpath! and!Nielsen!1997).!Rollinson! et! al.! (1998)!state! that! the! index!provides!counterXintuitive!classifications!of! countries,! such!as!making! the!British!and!Americans!more! longXterm!focused!than!the!Chinese!and!Japanese.!!
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Despite! these! criticisms,! Hofstede! et! al.! (2010)! maintains! that! LongXterm!Orientation! is! an! important! determinant! of! economic! growth.! The! authors,!however,! acknowledge! that! the! use! of! LongXTerm! Orientation! is! plagued! by!insufficient! observations.! They! seek! to! rectify! this! by! using! the!World! Values!Survey! to! develop! scores! for! ninetyXthree! nations.! This! data! was! collected!between!1995!and!2004,!almost!30!years!after!Hofstede!collected!the!data!for!his!other!cultural!indices.!The!inclusion!of!this!new!data!also!“meant!redefining!longXterm!orientation!in!some!respects”!(Hofstede!et!al.!2010,!p239).!A!combination!of! the! criticisms! of! LongXTerm! orientation! in! the! literature,! and! the! fact! that!Hofstede! redefined! this!variable! in!his!most! recent! study,! leads! to! this! chapter!excluding!Hofstede’s!(2001)!LongXterm!Orientation!from!the!empirical!analysis.!!The!second!criticism!by!Yeh!and!Lawrence!(1995)!is!that!the!Franke!et!al.!(1991)!models! are! misspecified.! Yeh! and! Lawrence! (1995,! p665)! argue! that! “while!certain!cultural!orientations!may!be!necessary!conditions!for!economic!growth,!they!do!not!appear!to!be!sufficient.”!There!may!be!other!factors,!such!as!formal!institutions,! that! are! also! necessary! for! economic! growth.! If! these! factors! are!related! to! culture,! as!Williamson’s! (2000)! framework! suggests,! then! excluding!them! from!the!model,!as!Franke!et!al.! (1991)!did,!will! lead! to!omitted!variable!bias.!This!chapter!overcomes!this!shortcoming!by!including!measures!of!formal!institutions!in!the!multivariate!analysis.!!Johnson!and!Lenartowicz!(1998)!build!on!Franke!et!al.’s!(1991)!study!in!light!of!Yeh! and!Lawrence’s! (1995)! criticisms.! They!propose! a!model! in!which! culture!drives!economic!freedoms,!which!in!turn!drives!economic!growth.!While!Johnson!
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and! Lenartowicz! (1998,! p334)! concede! that! their! regression! model! is!“underspecified,”! their! correlation! analysis! finds! a! strong! positive! relationship!between! economic! freedom! and! economic! growth.! More! importantly! for! this!chapter,! they! also! find! a! strong! negative! relationship! between! Hofstede’s!Uncertainty! Avoidance! Index! and! Economic! Freedoms,! and! a! positive! but!statistically!insignificant!relationship!between!Hofstede’s!Masculinity!Index!and!Economic! Freedoms.! These! relationships,! however,! were! found! using! a!correlation!analysis,!which!not!as!robust!as!the!analysis!in!this!chapter.!!
3.2.4(CONCLUSION(!This!section!achieved!two!objectives.!The!first!was!achieved!in!Subsection!3.2.2!by! outlining! Hofstede’s! (1980,! 1984,! 2001)! cultural! measures.! The! second!objective! was! achieved! in! Subsection! 3.2.3,! which! examined! how! Hofstede’s!(1980)! study! has! been! empirically! used! to! study! economics.! A! number! of!shortcomings!with!these!studies!were!identified,!and!are!used!by!this!chapter!to!develop!a!more!robust!analysis.!!
3.3(RESEARCH(METHODOLOGY(!
3.3.1(INTRODUCTION(!This!research!methodology!section!has!four!objectives.!The!first!is!to!outline!the!differences!in!approach!between!this!chapter!and!the!Franke!et!al.!(1991)!study.!This!is!achieved!in!Subsection!3.3.2.!The!second!objective,!achieved!in!Subsection!
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3.3.3,! is! to! develop! the! hypotheses! that! this! chapter! will! test.! The! third! is! to!outline! how! this! chapter!will! test! these! hypotheses,!which! includes! the!model!development! (Subsection! 3.3.4),! and! the! sample! selection! process! (Subsection!3.3.5).!The!final!objective,!achieved!in!Subsection!3.3.6,!is!to!provide!descriptive!statistics!to!give!an!overview!of!the!data!used!to!test!the!hypotheses.!Subsection!3.3.7!concludes!this!section.!!
3.3.2(CHANGES(FROM(THE(FRANKE(ET(AL.(STUDY(!Section! 3.2! identified! Franke! et! al.’s! (1991)! study! as! the!most! comprehensive!analysis!in!the!literature!of!the!relationship!between!Hofstede’s!(1980)!cultural!indices!and!economic!outcomes.!This!chapter!builds!on!the!Franke!et!al.!(1991)!study,!but!with!a!number!of!key!differences,!outlined!below.!!The!first!key!difference!is!that!this!chapter!does!not!use!the!stepwise!regression!model! building! technique.! Since! the! publication! of! Franke! et! al.! (1991)! the!stepwise!model!building!approach!has!received!heavy!criticism!in!the!literature!(e.g.!Thompson!1995).! In! response! to! these! criticisms,! this! chapter! follows! the!more! traditional! hypothesis! development! approach,! so! that! each! model! is!developed!from!theory!instead!of!the!statistical!structure!of!the!data.!!!The!second!key!difference!is!the!choice!of!dependent!variable.!While!the!Franke!et! al.! (1991)! study! only! examined! the! relationship! between! culture! and!economic! growth,! this! chapter! also! analyses! the! relationship! between! culture!and! economic! development.! This! is! done! by! developing! additional! models! in!
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which!the!natural!logarithm!of!future!GDP!per!capita!is!the!dependent!variable.!A!related!difference!is!that!this!chapter!does!not!replicate!the!Franke!et!al.!(1991)!models!regressing!culture!against!prior!growth.!Franke!et!al.!(1991)!justify!these!models!by! assuming! that! culture! is!persistent!over! time,! and! therefore! today’s!culture!should!explain!prior!economic!growth.!The!integrated!theory!developed!in!Chapter!2,!however,!states!that!changes!in!informal!institutions,!and!therefore!culture,!can!be!driven!by!economic!factors.!Hofstede!(2001)!agrees,!arguing!that!national!wealth!drives!both!Power!Distance!and!Individualism.!This! invalidates!the!Franke!et!al.!(1991)!models!that!tested!culture!against!prior!growth,!as!the!dependent!variable!is!measured!before!the!independent!variables.!!The! third! key! difference! is! that! this! chapter! includes! control! variables! in! the!model.!Yeh!and!Lawrence!(1995)!criticised!Franke!et!al.!(1991)!by!pointing!out!that!since!culture!is!not!the!only!cause!of!economic!growth,!other!factors!need!to!be!accounted! for!by! the!model.!Angrist! (2009)!agrees,!arguing! that!a! failure! to!include! relevant! controls! in! a! model! leads! to! ‘selection! bias.’! This! chapter!includes! the! GDP! per! capita! from! 1973! in! each!model! to! control! for! all! other!factors! that! affect! GDP.! This! is! a! lagged! dependent! variable! in! two! of! the! four!models!developed!by!this!chapter.!Wooldridge!(2009)!supports!the!inclusion!of!a!lagged!dependent!variable!in!a!crossXsectional!regression!model!by!stating!that!it!does! not! necessarily! lead! to! the! model! becoming! inconsistent! from! serial!correlation.!This!chapter!monitors!the!risk!of!serial!correlation!by!ensuring!that!the! coefficient! of! the! lagged! dependent! variable! is! between! 0! and! 1! in! each!model,!to!ensure!the!stability!assumption!holds.!!!
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Most!of!the!discussion!in!the!literature!on!laggedXdependent!variables!relates!to!timeXseries! analysis,! which! this! chapter! does! not! engage! in.! Achen! (2001,! p4)!identifies! that! “the! lagged! dependent! variable! does! bias! the! substantive!coefficients!toward!negligible!values!and!does!artificially!inflate!the!effect!of!the!lagged! dependent! variable.”! This! bias! works! against! the! hypotheses! tested! by!this! chapter.! Keele! (2006,! p203)! argues! that! laggedXdependent! variables! can!successfully!be!used! in!any!models! “so! long!as! the! stationarity! condition!holds!and! the! model! residuals! are! not! highly! autocorrelated.”! Fleissig! and! Strauss!(1999)! found! that! real! GDP! per! capita! is! trend! stationary! in! OECD! countries.!Chang! (2011)! finds! that! the! results! of! Fleissig! and! Strauss! (1999)! are!generalisable!to!transition!economies,!as!there!is!only!evidence!of!a!unit!root!for!real!GDP!per!capita!in!Bulgaria,!Poland,!Slovenia,!Albania!and!Serbia.!Cuestas!and!Garratt! (2011)! and! Christopoulos! (2006)! find! that! real! GDP! per! capita! is!stationary,!but!with!a!nonXlinear!trend.!While!not!all!studies!agree!that!real!GDP!per!capita! is!stationary,! for!example!Chang!et!al.! (2006)! find!evidence!of!a!unit!root!in!real!GDP!per!capita!in!two!thirds!of!African!countries,!most!studies!find!evidence!of!one!form!of!stationarity.!!The! choice! of! 1973! as! a! base! year! of! analysis! is! a! further! point! of! difference!between! this! chapter! and! the! Franke! et! al.! (1991)! study.! Franke! et! al.! (1991)!implicitly! use!1980! as! the! base! year! (or! the! year! at!which! the! cultural! indices!were!measured),!as! that! is! the!year!Hofstede!published!his!study.!This!chapter!uses! 1973,! as! this! is! the! last! year! in! which! Hofstede’s! (1980)! surveys! were!collected.! An! unfortunate! consequence! of! taking! 1973! as! the! base! year! is! the!unavailability!of!data!useful!to!calculate!control!variables,!as!many!variables!that!
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would!otherwise!be!used!as!controls,!such!as!education,!labour!force!and!capital!are! not! available! for! most! nonXEuropean! nations! until! more! recently.! The!inclusion! of! prior! levels! of! economic! development! helps! to! control! for! these!factors.!!Furthermore,! this! chapter! builds! on! the! arguments! of! Grief! (1994),! who!proposes!that!culture!determines!the!legal!system.!The!legal!system!is!part!of!the!formal! institutional! matrix,! and! may! also! determine! economic! growth! and!development.! This! chapter! includes! independent! variables! to! account! for! the!legal! system! based! on! La! Porta! et! al.’s! (1998)! study.! Licht! et! al.! (2005)! find!strong!empirical!relationships!between!Hofstede’s!(1980)!cultural!indices!and!La!Porta!et!al.’s!(1998)!legal!system!measures.!!!Finally,!as!discussed!in!Subsection!3.2.3,!this!chapter!excludes!Hofstede’s!(2001)!measure! of! LongXterm! versus! shortXterm! orientation,! as! well! as! the! values!measured! by! The! Chinese! Cultural! Connection! (1987).! These! measures! are!outside!the!scope!of!the!research!question!that!this!chapter!seeks!to!answer.!!!
3.3.3(HYPOTHESIS(DEVELOPMENT(!
3.3.3.1(INTRODUCTION(!This!chapter!seeks!to!answer!the!question!‘to!what!extent!do!Hofstede’s!(1980)!cultural!indices!explain!differences!in!economic!growth!and!development!across!nations?’! To! answer! the! question! this! chapter! tests! four! hypotheses.! The! first!
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three!focus!on!the!direct!relationship!between!culture!and!economic!outcomes.!The! fourth!examines!how!the! interaction!between!culture!and!the! legal!system!affects!economic!factors.!!!
3.3.3.2(CULTURE(HYPOTHESES(!Subsection! 3.2.2! defined! the! four! cultural! dimensions! identified! by! Hofstede!(1980).!Subsection!3.3.3.2!examines!each!dimension!with! the!aim!of! creating!a!hypothesis!for!its!relationships!to!economic!growth!and!development.!!‘Power!Distance’! is! the!degree!to!which!power! inequalities!are!accepted!within!an!organisation!or!society.!Hayek!(2007)!argues!that!the!economic!advancement!that! led! to!capitalism!was!built!on! the! liberal! tradition! that! freed!citizens! from!the!arbitrary!rule!of!the!political!elite,!and!delegated!economic!decisionXmaking!to! the! individual.! It! follows! that! the! economic! advancement! accompanying! the!industrial!revolution!was!brought!about!by!the!breaking!down!of!Power!Distance!in!societies.!Zizek!(2009),!however,!suggests!that!this!is!no!longer!the!case,!as!the!recent!economic!success!stories!are!the!authoritarian!South!East!Asian!countries.!Hofstede! (2001! p132)! argues! that! national! wealth! is! a! key! driver! of! Power!Distance! as! “wealth! goes! together!with! the! growth! of!middle! strata! in! society,!which!can!form!a!bridge!between!the!powerful!and!the!powerless!(Adelman!and!Morris! 1967,! pp.! 151,! 255).”! As! people! become! wealthier,! they! demand! the!opportunity! to! participate! in! the! political! decisionXmaking.! This! suggests! that!Power!Distance!will!be!negatively!correlated!to!the! level!of!wealth! in!a!society,!which! is! the! same! correlation! predicted! by! Hayek! (2007),! but! in! the! opposite!
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causal!direction.!This!chapter!agrees!with!Hofstede,!and!predicts!that!economic!development!drives!Power!Distance.!This!chapter!cannot!test!this!prediction,!so!no!hypothesis!is!put!forward.!!!‘Uncertainty! Avoidance’! is! the! degree! to! which! members! of! a! society! are!uncomfortable!with!uncertainty!or!changes.!This!is!similar!to!what!North!(2005)!calls! ‘adaptive!efficiency,’!which!is!the!ability!of!a!society!to!innovate!and!adapt!to!changes!in!the!human!environment.!North!argues!that!this!adaptive!efficiency!enables!a! society! to!grow!and!develop!economically,! as! it! allows! the!society! to!better! respond! to! novel! situations! through! a! process! of! trial! and! error.! North!(2005)!observes!that!this!is!consistent!with!the!arguments!of!Hayek!(2006).!It!is!therefore!expected!that!societies!with!a!lower!level!of!Uncertainty!Avoidance!will!display! a! higher! level! of! adaptive! efficiency! and! hence,! will! experience! higher!levels!of!economic!growth!and!development.!This!leads!to!H3.1!! H3.1! –!Nations! that! have! a! lower!Uncertainty!Avoidance! score!will!tend! to! experience! higher! levels! of! economic! growth! and!development,!ceteris!paribus.!!‘Individualism’! is! the!degree! to!which! individuals! in!a!society! look!out! for!only!themselves! and! their! immediate! family.! This! appears! to! be! similar! to! Smith’s!(1999)! selfXinterest,!which! is!harnessed!by! the! invisible!hand!of! the!market! to!enhance!the!welfare!of!nations.!Therefore!higher!levels!of! individualism!should!lead! to! higher! levels! of! national! wealth.! However,! as! discussed! in! Subsection!3.2.3,!Franke!et!al.!(1991)!found!a!negative!relationship!between!Individualism!
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and! economic! growth.! While! their! finding! may! be! driven! by! the! criticisms!outlined! in!Section!3.2,!Brewer!and!Venaik! (2011)!propose!another!possibility,!by! arguing! that! Hofstede’s! index! is! actually!measuring! SelfXOrientation! versus!Work! Orientation,! instead! of! Individualism! versus! Collectivism.! Brewer! and!Venaik’s!interpretation!suggests!that!the!index!is!related!to!Weber’s!(1958)!work!ethic,! and! therefore! lower! scores!will! lead! to! higher! levels! of! national!wealth.!This!chapter!follows!the!majority!of!empirical!studies!and!maintains!Hofstede’s!(1980,!2001)!interpretation!of!this!index.!This!leads!to!H3.2!! H3.2! –! Nations! that! have! a! higher! Individualism! score!will! tend! to!experience! higher! levels! of! economic! growth! and! development,!ceteris!paribus!!‘Masculinity’!is!the!preference a society has for “achievement, heroism, assertiveness 
and material success” (Hofstede 1984, p84). These preferences appear to have a 
strong positive relationship with economic growth and development. However, a low 
score indicates that a society values “relationships, modesty, caring for the weak, and 
the quality of life” (Hofstede 1984, p84), factors which are similar to Post-Materialist 
values and may therefore be driven by economic factors. While Hofstede (2001) does 
not hypothesise a link between Masculinity and economic development, Johnson and 
Lenartowicz (1998) find evidence of a positive, but insignificant, relationship 
between both variables. Their findings suggest that the part of Masculinity that is 
predicted to drive economic outcomes has a greater representation in Hofstede’s 
(1980) index than the part that is hypothesised to be driven by economic outcomes. 
This leads to H3.3. 
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 H3.3! –! Nations! that! have! a! higher! Masculinity! score! will! tend! to!experience! higher! levels! of! economic! growth! and! development,!ceteris!paribus!
 
3.3.3.3(INTERACTION(HYPOTHESIS(
 
Subsection 3.3.3.2 hypothesised that lower levels of Uncertainty Avoidance lead to 
higher levels of economic growth and development. When interpreting this hypothesis 
it is important to note that it is about Uncertainty Avoidance at a cultural level. This 
relationship is expected to be reversed when focusing on formal institutions, so that 
certainty in governance and the legal system supports higher levels of economic 
growth. This is because individuals will only transact with another party if they can be 
certain that the other party will fulfil their side of the bargain. Thus, a society will 
only open itself up to uncertainty, and therefore adaptive efficiency, if individuals 
within that society have a set of well-defined rights that they can be reasonably 
certain everyone else will follow.  
 
A lower level of Uncertainty Avoidance may therefore not be a sufficient condition 
for economic growth. It may be the case that a low level of Uncertainty Avoidance 
will only lead to economic growth and development if it is supported by a high level 
of certainty in the rights of individuals when engaging in economic activity. La Porta 
et al. (1998) measure individual rights in their index of Shareholder Rights across 
nations. Licht et al. (2005) find empirical evidence of a negative correlation between 
Hofstede’s (1980) Uncertainty Avoidance and La Porta’s et al. (1998) Shareholder 
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Rights. This supports the assertion that higher levels of Shareholder Rights leads to a 
society becoming more open to uncertainty. This leads to H3.4. 
 
H3.4 – Nations that have a lower Uncertainty Avoidance score combined 
with a higher level of Shareholder Rights will tend to experience a higher 
level of economic growth and development, ceteris paribus. !
3.3.4(MODEL(DEVELOPMENT(!The!multivariate!models! developed! by! this! chapter! to! test! the! hypotheses! are!outlined!below:!!
Model(3.1:(! !"#$%& = !!! + !!!!"# + !!!!"# + !!!!"# + !!!!"# + !!!!"#+ !!!"#$%1973!+ !!!!
Model(3.2:(! !"#$%& = !!! + !!!!"# + !!!!"# + !!!!"# + !!!!"# + !!!"#+ !!!!"#×!"# + !!!"#$%1973!+ !!!!!!!
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Model(3.3:(! !"#$%1983 = !!! + !!!!"# + !!!!"# + !!!!"# + !!!!"# + !!!!"#+ !!!"#$%1973!+ !!!
Model(3.4:(! !"#$%1983 = !!! + !!!!"# + !!!!"# + !!!!"# + !!!!"# + !!!"#+ !!!!"#×!"# + !!!"#$%1973!+ !!!!GROWTH!is!the!compounded!growth!rate!in!real!GDP!per!capita!for!each!nation!from!1974!to!1983.!This! is!calculated!using! the!Penn!World!Tables!version!7.1!(Heston!et!al.!2012).!!LNGDP1983! is! the! natural! logarithm!of! real! GDP! per! capita! for! each! nation! in!1983.!This!is!taken!from!the!Penn!World!Tables!version!7.1.!!UAI! is!Hofstede’s!(1980)!Uncertainty!Avoidance! index.!This!variable!tests!H3.1,!and!is!expected!to!have!a!negative!coefficient.!!IND! is! Hofstede’s! (1980)! Individualism! index.! This! variable! tests! H3.2,! and! is!expected!to!have!a!positive!coefficient.!!MAS! is! Hofstede’s! (1980)! Masculinity! index.! This! variable! tests! H3.3,! and! is!expected!to!have!a!positive!coefficient.!!
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SHR is an index variable rating the rights of shareholder in each nation, on a scale 
from 0 to 6. It is the sum of six indicator variables identified by La Porta et al. (1998 
p1122-1123). These variables are: One Share-one vote; Proxy by mail; Shares not 
blocked before meeting; Cumulative voting or proportional; Oppressed minorities 
mechanism; and Preemptive rights. SHR is expected to have a positive coefficient, as 
higher levels of Shareholder rights are assumed to lead to higher levels of economic 
development and growth. !ENF!is!an! index!variable!rating!the!enforcement!of!the! law!in!each!nation,!on!a!scale! from! 0! to! 50.! It! is! the! sum! of! five! variables! identified! by! La! Porta! et! al.!(1998! p1124).! These! variables! are:! Efficiency! of! judicial! system;! Rule! of! Law;!Corruption;!Risk!of!expropriation;!and!Repudiation!of!contracts!by!government.!ENF!is!expected!to!have!a!positive!coefficient,!as!higher!levels!of!enforcement!in!the!legal!system!encourage!impersonal!exchange,!which!aids!in!economic!growth!and!development.!!LNGDP1973! is! the! natural! logarithm!of! real! GDP! per! capita! for! each! nation! in!1973.! This! variable! is! taken! from! the! Penn! World! Tables! version! 7.1.! As!discussed! in! Subsection! 3.3.2,! LNGDP1973! is! used! to! control! for! factors! not!accounted!for!in!the!model!that!explain!differences!in!economic!outcomes!across!nations.!!UAIxSHR! is!an! interaction!variable!accounting! for! the!hypothesised! interaction!between! UAI! and! SHR.! This! variable! tests! H3.4,! and! is! expected! to! have! a!negative!coefficient.!
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3.3.5(SAMPLE(SELECTION(!Table!3.1!summarises!the!sample!selection!process!!
Table(3.1:(Sample(Selection(
  Less Remaining 
Countries covered by the Hofstede (1980) survey  40 
Less nations:   
Not covered by the La Porta et al. (1998). 2  
Total  38 Table!3.1!outlines!the!sample!selection!process.!Iran!and!Yugoslavia!are!the!two!countries!that!were!not!included!in!La!Porta!et!al.’s!(1998)!sample.!!The!sample!selection!process!began!with!all!forty!nations!covered!by!Hofstede’s!(1980)!study.!The!sample!was!reduced!by!removing!both!Iran!and!Yugoslavia,!as!they! were! not! included! in! La! Porta! et! al.’s! (1998)! study! of! legal! systems.! No!further!refinements!were!needed.!!The! final! sample! is! made! up! of! 38! nations! covering! each! of! the! inhabited!continents!of!the!world.!Figure!3.1!identifies!each!of!the!nations!included!in!the!sample.!The!sample! is!more! than!double! the!size!of! that!used! in!Franke!et!al.’s!(1991)! study,! and! four! times! the! minimum! sample! size! necessary! for! crossXcultural!research!(Franke!and!Richey!2010).!!!!
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Figure(3.1:(Final(Sample(
!Figure!3.1!identifies!the!nations!included!in!the!sample!used!by!this!chapter.!!
3.3.6(DESCRIPTIVE(STATISTICS(!Table!3.2!presents!the!descriptive!statistics!of!the!variables!analysed!by!this!chapter.!The!table!shows!that!the!dependent!variables!of!each!model!have!sufficient!variation!for!the!models!to!provide!meaningful!results.!The!table!also!reveals!that!the!cultural!measures!have!much!higher!raw!values!and!larger!variations!than!the!legal!measures.!It!is!therefore!expected!that!the!cultural!variables!will!have!smaller!coefficients!than!the!legal!variables!in!the!multivariate!analysis.!!!!!!!
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Table(3.2:(Descriptive(Statistics(
Variable Mean Median Minimum Maximum Std. Dev. 
PDI 51.053 54.500 11.000 94.000 20.366 
UAI 64.000 67.000 8.000 112.000 24.034 
IND 50.974 52.500 12.000 91.000 25.100 
MAS 50.868 55.000 5.000 95.000 19.866 
SHR 2.5526 3.000 0.000 5.000 1.3496 
ENF 39.518 42.050 20.420 49.960 9.080 
GROWTH 8.201 8.176 4.604 13.307 1.877 
LNGDP1973 7.907 8.297 5.535 8.951 0.868 
LNGDP1983 8.785 9.115 6.476 9.724 0.855 Table!3.2!presents!the!descriptive!statistics!for!each!of!the!variables.!The!variables!are!defined!as!follows:!PDI! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!UAI! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!IND!! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!MAS! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!SHR! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!ENF! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!GROWTH! The!growth!in!real!GDP!per!capita!of!each!nation!from!1974X1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!LNGDP1973! The!natural!log!of!the!real!GDP!per!capita!of!each!nation!in!1973.!Obtained!from!the!Penn!World!Tables!version!7.1.!LNGDP1983! The!natural!log!of!the!real!GDP!per!capita!of!each!nation!in!1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!!Table! 3.3! presents! the! Spearman’s! and! Pearson’s! correlations! and! pXvalues! of!each!of! the! variables! analysed! in! this! chapter.!The! correlation!matrix!provides!preliminary! support! for!H3.1,! as!UAI! and!GROWTH!are! significantly!negatively!correlated.!UAI!also!has!an!insignificant!negative!correlation!with!both!measures!of!national!income!per!capita.!Preliminary!support!is!also!found!for!H3.2,!as!IND!has! a! very! significant! positive! correlation! with! both! LNGDP1973! and!LNGDP1983.!IND’s!correlation!with!GROWTH!is!negative!but!insignificant.!There!is! no! evidence! to! support!H3.3,! as!MAS!does!not!have! a! significant! correlation!with!any!of!the!economic!outcome!variables.!This!finding!is!consistent!with!the!results!of!Johnson!and!Lenartowicz!(1998).!!!
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Table(3.3:(Correlation(Matrix(
! PDI! UAI! IND! MAS! SHR! ENF! GROWTH!
LNGDP!
1973!
LNGDP!
1983!
PDI!
1! 0.2799! ;0.6169! 0.0608! 0.1335! ;0.6524! 0.1241! ;0.6610! ;0.6162!
;! 0.089! 0.000! 0.717! 0.424! 0.000! 0.458! 0.000! 0.000!
UAI!
0.2626! 1! ;0.3549! ;0.0069! ;0.2303! ;0.3916! ;0.3304! ;0.2045! ;0.2257!
0.111! ;! 0.029! 0.967! 0.164! 0.015! 0.043! 0.218! 0.173!
IND!
;0.6586! ;0.3325! 1! 0.0379! ;0.1512! 0.7176! ;0.1568! 0.7971! 0.7404!
0.000! 0.041! ;! 0.821! 0.365! 0.000! 0.347! 0.000! 0.000!
MAS!
0.1541! 0.1615! ;0.0426! 1! ;0.0385! ;0.1090! 0.1423! 0.0010! 0.0190!
0.356! 0.333! 0.800! ;! 0.818! 0.515! 0.394! 0.995! 0.910!
SHR!
0.1533! ;0.2425! ;0.1815! 0.0421! 1! ;0.2167! 0.0682! ;0.3013! ;0.3265!
0.358! 0.142! 0.276! 0.802! ;! 0.191! 0.684! 0.066! 0.045!
ENF!
;0.6610! ;0.3714! 0.7222! ;0.1420! ;0.2326! 1! ;0.0036! 0.8960! 0.9046!
0.000! 0.022! 0.000! 0.395! 0.160! ;! 0.983! 0.000! 0.000!
GROWTH!
0.1445! ;0.4018! ;0.2029! 0.0831! 0.0391! 0.1466! 1! ;0.1999! ;0.0305!
0.387! 0.012! 0.222! 0.620! 0.816! 0.380! ;! 0.229! 0.856!
LNGDP!
1973!
;0.6240! ;0.0625! 0.6911! ;0.0396! ;0.3818! 0.8436! ;0.1504! 1! 0.9709!
0.000! 0.709! 0.000! 0.813! 0.018! 0.000! 0.367! ;! 0.000!
LNGDP!
1983!
;0.5983! ;0.1398! 0.6549! ;0.0324! ;0.3823! 0.8783! 0.0399! 0.9808! 1!
0.000! 0.402! 0.000! 0.847! 0.018! 0.000! 0.812! 0.000! ;!Table! 3.3! presents! the! Spearman’s! (top! right)! and! Pearson’s! (bottom! left)! correlations! and! pXvalues! for! each! of! the!variables.!The!variables!are!defined!as!follows!PDI! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!UAI! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!IND!! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!MAS! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!SHR! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!ENF! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!GROWTH! The!growth!in!real!GDP!per!capita!of!each!nation!from!1974X1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!LNGDP1973! The!natural!log!of!the!real!GDP!per!capita!of!each!nation!in!1973.!Obtained!from!the!Penn!World!Tables!version!7.1.!LNGDP1983! The!natural!log!of!the!real!GDP!per!capita!of!each!nation!in!1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!!SHR!has!a!significant!negative!correlation!with!both!GDP1973!and!GDP1983.!ENF! has! a! significant! correlation! with! UAI,! IND,! GDP1973! and! GDP1983,!highlighting! the! importance! of! including! it! as! a! control! variable.! GDP1973! and!GDP1983!share!a!very!strong!positive!correlation,!as!expected.!!
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PDI! and! IND! are! strongly! negatively! correlated.! Hofstede! (2001)! records! a!similar!result!across!his!entire!sample,!and!argues!that!while!the!measures!may!be! similar,! they! pick! up! different! aspects! of! culture.! One! of! the! arguments! he!makes!is!their!different!relationship!with!national!wealth.!This!view!is!consistent!with!the!discussion!in!Subsection!3.3.3,!where!it!was!predicted!that!higher!levels!of! individualism! lead! to! economic! progress,! which! in! turn! reduces! the! power!distance! in! society.! The! strong! negative! correlation! between! PDI! and! both!LNGDP1973!and!LNGDP1983!support!this!argument.!!!
3.3.7(CONCLUSION(!This!section!achieved!four!objectives.!The!first!was!achieved!in!Subsection!3.3.2!by! outlining! the!differences! between! this! chapter! and! the! Franke! et! al.! (1991)!study.!The!second,!achieved!in!Subsection!3.3.3,!was!to!develop!the!hypotheses!that! this! chapter! tests.! The! third!was! to! outline! the! testing!procedure!used!by!this!chapter,!which!included!the!model!development!(Subsection!3.3.4)!and!the!sample!selection!process!(Subsection!3.3.5).!The!final!objective!was!achieved!in!Subsection!3.3.6,!which!reviewed!the!descriptive!statistics.!!!!!!!!!
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3.4(ANALYSIS(AND(RESULTS(!
3.4.1(INTRODUCTION(!This! analysis! and! results! section! has! two! objectives.! The! first,! achieved! in!Subsection!3.4.2,!is!to!undertake!a!univariate!analysis!to!examine!the!individual!relationship! between! each! of! the! variables! and! economic! development.! The!second,! achieved! in! Subsection! 3.4.3,! is! to! use! the! models! developed! by! this!chapter!to!test!each!of!the!four!hypotheses.!!
3.4.2(UNIVARIATE(ANALYSIS(!Table! 3.4! groups! the! sample! according! to! each! nation’s! level! of! economic!development,!and!presents!the!means!and!standard!deviations!of!each!variable.!A!nation!is!classified!as!less!developed!if!its!real!GDP!per!capita!in!1973!was!less!than!$2000!(in!2010!international!dollars)!according!to!the!Penn!World!Tables!(Heston! et! al.! 2012).!A!nation! is! classified! as!being!highly!developed! if! its! real!GDP!per!capita!in!1983!was!greater!than!$10!000!(in!2010!international!dollars)!according! to! the! Penn! World! Tables.! The! remaining! nations! are! classified! as!middle!developed.!!!!!!
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Table(3.4:(Breakdown(of(Sample(
Variable(
Name(
Overall(
Mean(
Overall(
StDev(
Less(Developed(((
(LD)(
Middle(Developed(
(MD)( Highly(Developed((HD)(
Mean( StDev( Mean( StDev( Mean( StDev(
PDI! 51.053! 20.366! 66.800! 12.182! 55.800! 21.462! 39.667! 16.849!
UAI! 64.000! 24.034! 68.100! 18.021! 76.000! 26.415! 55.056! 23.163!
IND! 50.974! 25.100! 30.600! 16.840! 36.700! 18.185! 70.222! 17.021!
MAS! 50.868! 19.866! 49.500! 12.581! 54.500! 13.352! 49.611! 25.889!
SHR! 2.553! 1.350! 3.400! 1.265! 2.300! 0.949! 2.222! 1.437!
ENF! 39.518! 9.080! 28.165! 4.801! 36.837! 5.682! 47.315! 2.395!
GROWTH! 8.201! 1.877! 7.737! 1.869! 8.516! 2.629! 8.283! 1.402!
GDP1973! 3543.708! 2049.788! 992.349! 513.880! 2914.364! 976.586! 5310.766! 1063.850!
GDP1983! 8464.127! 4754.495! 2236.775! 1068.259! 7025.903! 2004.131! 12722.781! 1799.338!Table!3.4!presents!the!mean!and!standard!deviation!of!each!variable!across!development!groups.!Each!nation!is!grouped!according!to!its!level!of!economic!development!as!either:!less!developed;!middle!developed;!or!highly!developed.!A!nation!is!classified!as!less!developed!if!its!real!GDP!per!capita!in!1973!was!less!than!$2000!according!to!the!Penn!World!Tables!version!7.1.!A!nation!is!classified!as!being!highly!developed!if!its!real!GDP!per!capita!in!1983!was!greater!than!$10!000!according!to!the!Penn!World!Tables.!The!remaining!nations!are!classified!as!middle!developed.!The!variables!are!defined!as!follows:!PDI! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!UAI! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!IND!! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!MAS! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!SHR! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!ENF! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!GROWTH! The!growth!in!real!GDP!per!capita!of!each!nation!from!1974X1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!GDP1973! The!real!GDP!per!capita!of!each!nation!in!1973.!Obtained!from!the!Penn!World!Tables!version!7.1.!GDP1983! The!real!GDP!per!capita!of!each!nation!in!1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!!Table!3.5!presents!the!results!of! the!univariate!analysis.!The!table!presents!the!difference!in!mean!for!each!variable!across!the!development!groups!along!with!Welch’s!(1947)!tXstatistic!and!Satterthwaite’s!(1946)!degrees!of!freedom4.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!4!Note!that!the!degrees!of!freedom!are!a!function!of!both!the!sample!size!and!standard!deviation.!
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Table(3.5:(Univariate(Analysis(
!
MD=LD( HD(=(MD( HD(=(LD(
! Difference! T;Stat! DF! Difference! T;Stat! DF! Difference! T;Stat! DF!
PDI! ;11.000! ;1.410! 14! ;16.133! ;2.052*! 15! ;27.133! ;4.904***! 9!
UAI! 7.900! 0.781! 15! ;20.944! ;2.099*! 16! ;13.044! ;1.653! 10!
IND! 6.100! 0.778! 17! 33.522! 4.781***! 17! 39.622! 5.943***! 13!
MAS! 5.000! 0.862! 17! ;4.889! ;0.659! 25! 0.111! 0.015! 10!
SHR! ;1.100! ;2.200**! 16! ;0.078! ;0.172! 25! ;1.178! ;2.247**! 11!
ENF! 8.672! 3.687***! 17! 10.478! 5.564***! 10! 19.150! 11.823***! 9!
GROWTH! 0.779! 0.763! 16! ;0.232! ;0.260! 11! 0.546! 0.806! 10!
GDP1973! 1922.015! 5.508***! 13! 2396.402! 6.024***! 20! 4318.417! 14.452***! 13!
GDP1983! 4789.128! 6.668***! 13! 5696.878! 7.471***! 17! 10486.006! 19.340***! 12!Table!3.5!presents! the!univariate! analysis! between! less!developed,!middle!developed! and!highly!developed!nations.!A!nation!is!classified!as!less!developed!if!its!real!GDP!per!capita!in!1973!was!less!than!$2000!according!to!the!Penn!World!Tables!version!7.1.!A!nation!is!classified!as!being!highly!developed!if!its!real!GDP!per!capita!in!1983!was!greater!than!$10!000!according!to!the!Penn!World!Tables.!The!remaining!nations!are!classified!as!middle!developed.!*,!**!and!***!are!used!to! indicate!significance!at! the! less! than!10%,!5%!and!1%!levels!respectively! for! the!twoXtailed!test.!The!test!statistic! is!calculated! using!Welch’s! (1947)!method,! and! the! degrees! of! freedom! using! Satterthwaite’s! (1947).! The! variables! are!defined!as!follows:!PDI! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!UAI! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!IND!! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!MAS! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!SHR! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!ENF! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!GROWTH! The!growth!in!real!GDP!per!capita!of!each!nation!from!1974X1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!GDP1973! The!real!GDP!per!capita!of!each!nation!in!1973.!Obtained!from!the!Penn!World!Tables!version!7.1.!GDP1983! The!real!GDP!per!capita!of!each!nation!in!1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!!Table! 3.5! finds! evidence! of! a! negative! relationship!between!PDI! and! economic!development,! as! highly! developed! nations! have! significantly! lower! levels! of!Power!Distance! than! less! developed! nations.! The! table! finds!weak! support! for!H3.1,! as! UAI! is! lower! in! highly! developed! nations! than! in! middle! developed!nations,!but! this! is!only!significant!at! the! less! than!10%!level.!Support! is! found!for!H3.2,!as!IND!is!significantly!higher!in!highly!developed!nations!than!in!either!middle! or! less! developed!nations.! The!univariate! analysis! finds!no! evidence! to!support!H3.3,!which!is!consistent!with!the!findings!of!Johnson!and!Lenartowicz!
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(1998).! The! Table! 3.5! also! finds! that! less! developed! nations! tend! to! have!stronger!shareholder!rights!but!lower!levels!of!enforcement.!!
3.4.3.(MULTIVARIATE(ANALYSIS(!Table! 3.6! presents! the! results! of! the! multivariate! analysis! examining! the!relationship!between!culture!and!economic!growth!and!development.!!
Table(3.6:(Multivariate(Analysis((
!! !! Model(3.1( Model(3.2( Model(3.3( Model(3.4(!! ! GROWTH! GROWTH! LNGDP1983! LNGDP1983!Constant! !! 14.8029!!!!!!!!!!!!!!!(4.591)***! 10.9443!!!!!!!!!!!!!!!!!!!(3.228)***! 1.50725!!!!!!!!!!!!!!!!!!!!(5.056)***! 1.12098!!!!!!!!!!!!!!!!!!!(3.638)***!UAI! H3.1–! X0.0283!!!!!!!!!!!!!!!!!!!!!(X2.215)**! 0.0254!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.012)! X0.0026!!!!!!!!!!!!!!!!!!!!!(X2.221)**! 0.0027!!!!!!!!!!!!!!!(1.206)!IND! H3.2+! X0.0463!!!!!!!!!!!!!!!!!!!!(X3.262)***! X0.0452!!!!!!!!!!!!!!!!!!!!!(X3.430)***! X0.0043!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X3.270)***! X0.0042!!!!!!!!!!!!!!!!!!!!!!(X3.491)***!MAS! H3.3+! 0.0226!!!!!!!!!!!!!!!!!!!!!!!!!!(1.877)*! 0.0128!!!!!!!!!!!!!!!!!!!!!!!!!(1.079)! 0.0016!!!!!!!!!!!!!!!!(1.442)! 0.0006!!!!!!!!!!!!!!!!!!!!(0.580)!SHR! ! X0.2593!!!!!!!!!!!!!!!!!!!!!!!!!!(X1.330)! 1.0412!!!!!!!!!!!!!!!!!!!!!(1.844)*! X0.0255!!!!!!!!!!!!!!!!!!!!!!!(X1.414)! 0.1047!!!!!!!!!!!!!!!!!!!!!(2.040)*!ENF! ! 0.2056!!!!!!!!!!!!!!!!!!!!!!!!(3.391)***! 0.1930!!!!!!!!!!!!!!!!!!!!!!!!!(3.412)***! 0.0172!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.061)***! 0.0159!!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.093)***!UAIxSHR! H3.4–! X! X0.0192!!!!!!!!!!!!!!!!!!!!(X2.431)**! X! X0.0019!!!!!!!!!!!!!!!!!!!!!!(X2.678)**!LNGDP1973! !! X1.3965!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.245)**! X1.2672!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.183)**! 0.8815!!!!!!!!!!!!!!!!!!!!!(15.32)***! 0.8945!!!!!!!!!!!!!!!!!!!!(16.96)***!n! !! 38! 38! 38! 38!R!! !! 0.526683! 0.604588! 0.980493! 0.984257!Adjusted!R!! !! 0.435073! 0.512325! 0.976718! 0.980584!PXvalue!(F)! !! 0.000412! 0.000098! 0.000000! 0.000000!Akaike! !! 140.2515! 135.4177! X40.70199! X46.84747!Table!3.6!presents!the!results!of!the!regressions!examining!the!extent!to!which!Hofstede’s!(1980)!cultural!indices!explain!differences!in!economic!growth!rates!and!levels!of!development!across!nations.!The!dependent!variable!in!Models!3.1!and!3.2!is!GROWTH,!which!is!the!growth!rate!of!a!nation’s!GDP!per!capita!from!1974X1983.!The!dependent!variable!in!Models!3.3!and!3.4!LNGDP1983,!which!is!the!real!GDP!per!capita!of!a!nation!in!1983.!The!table!presents!the!coefficient!for!each!variable,! along!with! the! tXratio.! *,! **! and! ***! are!used! to! indicate! significance! at! the! less! than!10%,!5%!and!1%! levels!respectively!for!the!oneXtailed!test.!The!other!variables!used!in!the!model!are!defined!as!follows:!UAI! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!IND!! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!MAS! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!SHR! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!
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ENF! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!LNGDP1973! The!natural!log!of!the!real!GDP!per!capita!of!each!nation!in!1973.!Obtained!from!the!Penn!World!Tables!version!7.1.!!Model! 3.1! finds! support! for!H3.1,! as!UAI! is! negative! and! significant! at! the! less!than!5%!level.!Evidence!is!found!against!H3.2,!as!while!IND!is!significant!at!the!less!than!one!per!cent!level,!it!is!negative.!This!is!true!for!IND!in!each!of!the!four!models,!and!is!consistent!with!the!results!of!Franke!et!al.!(1991).!If!Brewer!and!Venaik’s! (2011)! interpretation! of! IND! as! SelfXOrientation! versus! WorkXOrientation! is! adopted,! then! the! results! suggest! that! a! higher! level! of! Work!Orientation!in!a!nation!leads!to!higher!levels!of!economic!growth.!There!is!only!weak!evidence!to!support!H3.3,!as!MAS!is!positive!and!significant!at!the!less!than!10%!level.!ENF!is!positive!and!significant!at!the!less!than!1%!level!across!each!of!the!models,! suggesting! that! a! strong! enforcement! of! the! law! is! necessary! in! a!nation!if!it!wants!to!maintain!a!high!level!of!economic!growth!and!development.!LNGDP1973! is! negative! and! significant.! This! is! consistent! with! convergence!theory,! which! proposes! that! less! developed! economies! will! grow! faster! than!more!developed!economies!due!to!a! ‘catchXup’!effect.!Todaro!and!Smith!(2009)!observe! that! convergence! theory! cannot! be! supported! by! empirical! data,! and!propose! that! this! is! due,! among! other! factors,! to! the! different! institutional!environments!across!nations.!The!significant!negative!coefficient!on!LNGDP1973!is!therefore!a!promising!result.!!Model! 3.2! provides! similar! results! to! Model! 3.1.! The! model! finds! evidence! to!support!H3.4,! as!UAIxSHR! is!negative!and!significant!at! the! less! than!5%! level.!This! suggests! that! lower! levels! of! Uncertainty! Avoidance! will! lead! to! higher!
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levels! of! economic! growth! if! supported! by! wellXdefined! legal! rights.! H3.1! is!supported!by!an!FXtest!showing!that!UAI!is!significant!in!the!model!at!a!less!than!1%!level!(F!,!"!=!5.796,!pXvalue!=!0.007).!This!highlights!that!UAI!is!important!in!explaining!differences! in!economic!growth!across!nations.!H3.3! is,!however,!no!longer!supported,!as!MAS!is!insignificant.!!The! economic! development! models! produce! similar! findings! to! their!corresponding!economic!growth!models.!The!only!major!difference!is!that!H3.3!is!not!supported,!as!MAS!is!not!significant!in!any!of!the!models.!The!results!of!the!FXtest!on!UAI!in!Model!3.4!find!that!it!is!once!again!significant!at!the!less!than!1%!level! (F!,!" !=! 6.543,! pXvalue! =! 0.004).! Importantly! for! Models! 3.3! and! 3.4,!LNGDP1973!has! a! coefficient! between!0! and!1,! hence! the! stability! assumption!holds!(Wooldridge!2009).!!Models!3.2!and!3.4!appear!to!outperform!Models!3.1!and!3.3!respectively,!as!they!both!have!lower!Akaike!Criterion!scores!and!higher!adjusted!R!′s.!This!provides!further! support! for! H3.4,! as! it! highlights! the! importance! of! the! interaction!between! UAI! and! SHR! in! explaining! differences! in! economic! growth! and!development!across!nations.!!Each!of!the!models!was!tested!for!misspecifications,!nonXlinearities,!collinearity,!normality! of! residuals,! and! heteroskedasticity.! As! expected,! the! inclusion! of!interaction!terms!creates!collinearity!in!Models!3.2!and!3.4,!although!collinearity!was!only!detected!between!SHR!and!UAIxSHR.!The!only!other! issue!detected!is!that!Model!3.1!is!misspecified,!as!it!fails!Ramsey’s!RESET!test!(Ramsey!1969).!!
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3.4.4(CONCLUSION(!The!empirical!analysis!found!support!for!H3.1,!as!the!univariate!and!multivariate!analyses!find!evidence!of!a!negative!relationship!between!Uncertainty!Avoidance!and!both!economic!growth!and!development.!This!is!consistent!with!the!findings!of!Johnson!and!Lenartowicz!(1998)!and!the!arguments!made!by!of!North!(2005).!Questions! still! remain! over! the! findings! of! H3.2,! since! the! univariate! analysis!supports! the! hypotheses! by! finding! a! strong! positive! relationship! between!Individualism!and!economic!development,!but!the!multivariate!analysis!suggests,!along!with!Franke!et!al.!(1991),!that!this!relationship!is!negative.!!H3.3! is! not! supported,! as! there! is! only! very! weak! evidence! of! a! relationship!between!MAS!and!economic!growth.!This!evidence!is!questionable!at!best,!as! it!comes! from!Model! 3.1,!which! the!Ramsey!RESET! test! suggests! is!misspecified.!H3.4! is! supported,! as! Models! 3.2! and! 3.4! find! that! the! interaction! between!Hofstede’s! (1980)! Uncertainty! Avoidance! and! La! Porta’s! (1998)! Shareholder!Rights! is! important! in! explaining! differences! in! economic! growth! and!development.!This! finding!suggests! that! the!protection!of!entrepreneur’s!rights!allows!entrepreneurs! to!be!more! tolerant!of!uncertainty! in! the!business!world.!The! findings! of! this! section! therefore! suggests! that! Uncertainty! Avoidance! is!most! effective! in! supporting! economic! growth! and! development! when!accompanied!by!wellXdefined!legal!protections.!!!
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3.5(ROBUSTNESS(ANALYSIS(!
3.5.1(INTRODUCTION(!Section! 3.4! presented! and! interpreted! the! results! of! the! univariate! and!multivariate! analyses! used! to! test! the! hypotheses! of! this! chapter.! This! section!undertakes!a! series!of! robustness! tests!on! the!models!developed! in!Subsection!3.3.4.! The! robustness! tests! proceed! as! follows:! Subsection! 3.5.2! includes!Hofstede’s!(1980)!Power!Distance!index!in!each!of!the!four!models!to!determine!whether! it! explains! differences! in! economic! growth! and! development! across!nations.! Subsection! 3.5.3! identifies! and! removes! outliers! from! each! model.!Subsection! 3.5.4! expands! the! sample! size! by! using! data! from!Hofstede’s! 2001!study!instead!of!his!1980!study.!Subsection!3.5.5!examines!the!longXterm!effect!of!culture!of!economic!outcomes!by!extending!the!period!of!analysis!up!to!2010.!Subsection!3.5.6!concludes!the!robustness!analysis.!!
3.5.2(POWER(DISTANCE(!In! Subsection! 3.3.3.2,! it! was! hypothesised! that! Uncertainty! Avoidance,!Individualism! and! Masculinity! drive! economic! performance! in! a! nation,! while!Power!Distance!does!not.!Hofstede’s!Power!Distance! index!(PDI)!was!therefore!excluded!from!the!multivariate!analysis.!This!robustness!test!includes!PDI!in!the!model! to! test! whether! it! explains! differences! in! economic! outcomes! across!nations.!The!results!of!this!robustness!test!are!presented!in!Table!3.7!!
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Table(3.7:(Robustness(Test(–(Power(Distance(
!! !! Model(3.1P( Model(3.2P( Model(3.3P( Model(3.4P(!! ! GROWTH! GROWTH! LNGDP1983! LNGDP1983!Constant! !! 13.0334!!!!!!!!!!!!!!!!!!!!!(3.455)***! 11.1137!!!!!!!!!!!!!!!!!!!!!!!!(3.036)***! 1.3230!!!!!!!!!!!!!!!!!(3.807)***! 1.1326!!!!!!!!!!!!!!!!!!!!!!!!(3.404)***!UAI! H3.1–! X0.0286!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.234)**! 0.0270!!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.960)! X0.0027!!!!!!!!!!!!!!!!!!!!!(X2.251)**! 0.0029!!!!!!!!!!!!!!!!!!!!!!(1.119)!IND! H3.2+! X0.0419!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.799)***! X0.0459!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X3.223)***! X0.0038!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.780)***! X0.0042!!!!!!!!!!!!!!!!!!!!!!!!!(X3.268)***!MAS! H3.3+! 0.0211!!!!!!!!!!!!!!!!!!!!!!(1.732)*! 0.0128!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.057)! 0.0014!!!!!!!!!!!!!!!!!!!!!!(1.291)! 0.0006!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.568)!PDI! !! 0.0150!!!!!!!!!!!!!!!!!!!!!!!!!(0.911)! X0.0024!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X0.138)! 0.0016!!!!!!!!!!!!!!!!!!!!!!!!!(1.029)! X0.0002!!!!!!!!!!!!!!!!!!!!!!!!(X0.104)!SHR! ! X0.2508!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X1.282)! 1.0782!!!!!!!!!!!!!!!!!!(1.701)*! X0.0246!!!!!!!!!!!!!!!!!!!!!!!!(X1.365)! 0.1072!!!!!!!!!!!!!!!!(1.861)*!ENF! ! 0.2129!!!!!!!!!!!!!!!!!!!!!!(3.473)***! 0.1914!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.267)***! 0.0179!!!!!!!!!!!!!!!!!!!!!!!!(3.173)***! 0.0158!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.965)***!UAIxSHR! H3.4–! X! X0.0197!!!!!!!!!!!!!!!!!!!!(X2.191)**! X! X0.0020!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.392)**!LNGDP1973! !! X1.3247!!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.107)**! X1.2748!!!!!!!!!!!!!!!!!!!!(X2.150)**! 0.8890!!!!!!!!!!!!!!!!!!!!!!(15.35)***! 0.8939!!!!!!!!!!!!!!!!!!!!(16.59)***!n! !! 38! 38! 38! 38!R!! !! 0.539414! 0.604846! 0.981159! 0.984263!Adjusted!R!! !! 0.431944! 0.495838! 0.976763! 0.979922!PXvalue!(F)! !! 0.000751! 0.000267! 0.000000! 0.000000!Akaike! !! 141.2153! 137.3928! X40.03071! X44.86157!Table!3.7!presents!the!results!of!the!regressions!examining!the!extent!to!which!Hofstede’s!(1980)!cultural!indices!explain!differences! in!economic!growth!rates!and! level!of!development!across!nations.!The!dependent!variable! in!Models!3.1P!and!3.2P!is!GROWTH,!which!is!the!growth!rate!of!a!nation’s!GDP!per!capita!from!1974X1983.!The!dependent!variable!in!Models! 3.3P! and! 3.4P! is! LNGDP1983,! which! is! the! real! GDP! per! capita! of! a! nation! in! 1983.! The! table! presents! the!coefficient!for!each!variable,!along!with!the!tXratio.!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!oneXtailed!test.!The!other!variables!used!in!the!model!are!defined!as!follows:!PDI! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!UAI! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!IND!! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!MAS! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!SHR! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!ENF! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!LNGDP1973! The!natural!log!of!the!real!GDP!per!capita!of!each!nation!in!1973.!Obtained!from!the!Penn!World!Tables!version!7.1.!!Table!3.7!shows!that!PDI!is!not!significant!in!any!of!the!models.!The!only!notable!difference!between!the!results!in!Table!3.7!and!Table!3.6!is!a!slight!weakening!of!support! for! H3.1,! as! the! FXtest! for! UAI! in! Model! 3.2P! has! a! pXvalue! of! 0.012,!compared!to!a!pXvalue!of!0.007!in!Model!3.2.!This!chapter!is!therefore!justified!in!
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excluding! PDI! from! the!multivariate! analysis,! as! there! is! no! evidence! that! PDI!explains!differences!in!economic!growth!or!development!across!nations.!!
3.5.3(OUTLIERS(!This! robustness! test! analyses! the! results! in! Subsection! 3.4.3! to! test! their!sensitivity! to! outliers.! The! sensitivity! test! is! undertaken! by! identifying! the!influential! observations! in! each! model,! and! reXestimates! each! model! without!these!outliers.!Each!of! the!models!estimated! in!Subsection!3.4.3!have! the!same!three! outliers:! India,! Japan! and! Singapore.! The! reXestimated! models! without!outliers!are!presented!in!Table!3.8.!!The!most!notable!difference!between!the!results!in!Table!3.8!and!those!in!Table!3.6!is!that!IND!is!only!significant!when!the!UAIxSHR!interaction!term!is!included!in! the! model.! Upon! further! investigation,! it! was! observed! that! in! the! original!sample! IND! and! UAIxSHR! are! significantly! correlated! (coefficient! =! X0.366,! pXvalue!=!0.024).!This! correlation! increases! in! the! reduced! sample! (Coefficient!=!!!!!X0.439,!pXvalue!=!0.008).!The! importance!of! this! interaction! term! in! explaining!differences! in! economic! growth! rates! and! levels! of! development! casts! doubt!upon!Models!3.1O!and!3.3O,!as!IND!is!correlated!with!an!omitted!variable,!hence!the!estimate! for! IND!may!be!biased! (Wooldridge!2002).!Models!3.2O!and!3.4O!were! reXestimated! without! IND,! and! UAIxSHR! was! found! to! be! negative! and!significant! in!both!models!at! the! less!than!5%!level.!Models!3.2O!and!3.4O!also!outperform! Models! 3.1O! and! 3.3O! respectively,! as! they! both! report! higher!adjusted!R!′s,!and!lower!Akaike!Criterion!scores.!
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Table(3.8:(Robustness(Test(–(Outliers(
!! !! Model(3.1O( Model(3.2O( Model(3.3O( Model(3.4O(!! ! GROWTH! GROWTH! LNGDP1983! LNGDP1983!Constant! !! 18.5504!!!!!!!!!!!!!!!!!!!!!(4.168)***! 14.1875!!!!!!!!!!!!!!!!!!!!!!!!!!(3.331)***! 1.9051!!!!!!!!!!!!!!!!!!!(4.748)***! 1.5133!!!!!!!!!!!!!!!!(3.936)***!UAI! H3.1–! X0.0199!!!!!!!!!!!!!!!!!!!!(X1.275)! 0.0432!!!!!!!!!!!!!!!!!!!!!!!(1.649)! X0.0015!!!!!!!!!!!!!!!!!!!!(X1.051)! 0.0042!!!!!!!!!!!!!!!!!!!!!!(1.770)*!IND! H3.2+! X0.0309!!!!!!!!!!!!!!!!!!!!!!!!!!!(X1.676)! X0.0371!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.237)**! X0.0024!!!!!!!!!!!!!!!!!!!!(X1.442)! X0.0030!!!!!!!!!!!!!!!!!!!!!(X1.973)*!MAS! H3.3+! 0.0230!!!!!!!!!!!!!!!!!!!!!!!!!(1.694)! 0.0025!!!!!!!!!!!!!!!!!!!!!!!!(0.174)! 0.0016!!!!!!!!!!!!!!!!!!!(1.344)! X0.0002!!!!!!!!!!!!!!!!!!!!!(X0.157)!SHR! ! X0.3054!!!!!!!!!!!!!!!!!!!!!(X1.443)! 1.5534!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.286)**! X0.0306!!!!!!!!!!!!!!!!!!!!!!(X1.605)! 0.1363!!!!!!!!!!!!!!!!!!!!(2.222)**!ENF! ! 0.2329!!!!!!!!!!!!!!!!!!!!!!!(3.236)***! 0.1916!!!!!!!!!!!!!!!!!!!!!!!!!!(2.907)***! 0..0200!!!!!!!!!!!!!!!(3.080)***! 0.0163!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.737)**!UAIxSHR! H3.4–! X! X0.0283!!!!!!!!!!!!!!!!!!!!!!!!!(X2.848)***! X! X0.0025!!!!!!!!!!!!!!!!!!!!!(X2.833)***!LNGDP1973! !! X2.1607!!!!!!!!!!!!!!!!!!!!!!!(X2.522)**! X1.7802!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.292)**! 0.7969!!!!!!!!!!!!!!!!!!!!!(10.32)***! 0.8311!!!!!!!!!!!!!!!!!!!!!!(11.85)***!n! !! 35! 35! 35! 35!R!! !! 0.457521! 0.582825! 0.977878! 0.982945!Adjusted!R!! !! 0.341276! 0.474669! 0.973137! 0.978524!PXvalue!(F)! !! 0.005617! 0.000599! 0.000000! 0.000000!Akaike! !! 130.6876! 123.4951! X37.74173! X44.84791!Table!3.8!presents!the!results!of!the!regressions!examining!the!extent!to!which!Hofstede’s!(1980)!cultural!indices!explain!differences! in! economic! growth! rates! and! level! of! development! across!nations,! excluding! the! observations! from! India,!Japan!and!Singapore.!The!dependent!variable!in!Models!3.1O!and!3.2O!is!GROWTH,!which!is!the!growth!rate!of!a!nation’s!GDP!per!capita!from!1974X1983.!The!dependent!variable!in!Models!3.3O!and!3.4O!is!LNGDP1983,!which!is!the!real!GDP!per!capita!of!a!nation!in!1983.!The!table!presents!the!coefficient!for!each!variable,!along!with!the!tXratio.!*,!**!and!***!are!used! to! indicate! significance! at! the! less! than! 10%,! 5%! and! 1%! levels! respectively! for! the! oneXtailed! test.! The! other!variables!used!in!the!model!are!defined!as!follows:!UAI! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!IND!! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!MAS! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!SHR! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!ENF! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!LNGDP1973! The!natural!log!of!the!real!GDP!per!capita!of!each!nation!in!1973.!Obtained!from!the!Penn!World!Tables!version!7.1.!!Models!3.2O!and!3.4O!find!reduced!support!for!H3.1,!as!UAI!is!significant!under!an!FXtest!at!the!less!than!5%!level!(pXvalue!=!0.013!in!Model!3.2O!and!pXvalue!=!0.018! in! Model! 3.4O).! Once! again,! H3.2! is! not! supported,! as! while! IND! is!significant,!it!is!negative.!H3.3!is!not!supported,!as!MAS!is!not!significant!in!any!of!
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the! models.! Strong! support! is! found! for! H3.4,! as! UAIxSHR! is! negative! and!significant!at!less!than!1%!in!both!models.!!!
3.5.4(HOFSTEDE’S((2001)(EXPANDED(SAMPLE(!This!test!examines!the!robustness!of!the!models!estimated!in!Subsection!3.4.3!by!reXestimating!each!model!using!the!larger!sample!from!Hofstede’s!(2001)!study.!Hofstede!expanded!his!sample!by!relaxing!the!selection!criteria!for!a!nation!to!be!included.!While!an!additional!ten!nations!and!three!regions!were!included,!eight!of! these! are! not! covered! by! La! Porta! et! al.’s! (1998)! study,! hence! only! five!observations! are! added! to! each! model.! The! added! observations! are:! Ecuador,!Indonesia,! Malaysia,! South! Korea,! and! Uruguay.! The! estimated! models! using!Hofstede’s!(2001)!study!are!presented!in!Table!3.9.!!The!models! in!Table!3.9!yield!similar!results! to! those!estimated! in!Table!3.6.!A!noticeable! difference! is! a! weakening! in! support! for! H3.1,! as! UAI! is! only!significant! in!Models! 3.2E! and!3.4E! at! the! less! than!5%! level! under! the! FXtest.!Once!again!H3.2!is!not!supported,!as!while!IND!is!significant!at!the!less!than!1%!level,!it!is!negative.!H3.3!is!not!supported,!as!MAS!is!not!significant!in!any!of!the!models.!The!support!for!H3.4!is!also!weaker,!as!UAIxSHR!is!only!significant!at!the!less! than! 10%! level.! Building! on! the! previous! robustness! test,! expanding! the!sample!reduces!the!correlation!between!IND!and!UAIxSHR!(coefficient!=!X0.297,!pXvalue! =! 0.053).! Models! 3.2E! and! 3.4E! were! reXestimated! with! out! IND,! and!UAIxSHR! remained! negative! and! significant! at! the! less! than! 5%! level! in! both!models.! The! interaction! models! continue! to! outperform! the! nonXinteraction!
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models,! as! they! both! report! higher! adjusted!R!′s,! and! lower! Akaike! Criterion!scores.!!
Table(3.9:(Robustness(Test(–(Hofstede((2001)(
!! !! Model(3.1E( Model(3.2E( Model(3.3E( Model(3.4E(!! ! GROWTH! GROWTH! LNGDP1983! LNGDP1983!Constant! !! 18.3348!!!!!!!!!!!!!!!!!!!!!!!!(6.336)***! 15.5609!!!!!!!!!!!!!!!!!!!(4.962)***! 1.9998!!!!!!!!!!!!!!!!(7.422)***! 1.7448!!!!!!!!!!!!!!!!(5.968)***!UAI! H3.1–! X0.0219!!!!!!!!!!!!!!!!!!!!!!(X1.670)! 0.0233!!!!!!!!!!!!!!!!!!!(0.877)! X0.0024!!!!!!!!!!!!!!!!!!!(01.988)*! 0.0017!!!!!!!!!!!!!!!!!!!!!(0.697)!IND! H3.2+! X0.0423!!!!!!!!!!!!!!!!!!!!!!!!!!(X2.865)***! X0.0408!!!!!!!!!!!!!!!!!!!!!!!!!(X2.861)***! X0.0043!!!!!!!!!!!!!!!!!!!!!!(X3.156)***! X0.0042!!!!!!!!!!!!!!!!!!!!!!(X3.160)***!MAS! H3.3+! 0.0174!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.364)! 0.0091!!!!!!!!!!!!!!!!!!!!!!!!(0.694)! 0.0014!!!!!!!!!!!!!!!!!!!!!(1.160)! 0.0006!!!!!!!!!!!!!!!!!!!!!(0.502)!SHR! ! X0.3734!!!!!!!!!!!!!!!!!!!!!!!!(X1.937)*! 0.7081!!!!!!!!!!!!!!!!!!!(1.203)! X0.0440!!!!!!!!!!!!!!!!!!!!!(X2.451)**! 0.0554!!!!!!!!!!!!!!!!!!!!!!(1.009)!ENF! ! 0.2363!!!!!!!!!!!!!!!!!!!!!(3.804)***! 0.2206!!!!!!!!!!!!!!!!!!!!!!!!(3.649)***! 0.0210!!!!!!!!!!!!!!!!!!!(3.624)***! 0.0195!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.463)***!UAIxSHR! H3.4–! X! X0.0165!!!!!!!!!!!!!!!!!!!!(X1.936)*! X! X0.0015!!!!!!!!!!!!!!!!!!!!!!!!!(X1.909)*!LNGDP1973! !! X1.9952!!!!!!!!!!!!!!!!!!!!!!!!!(X3.267)***! X1.9114!!!!!!!!!!!!!!!!!!!!(X3.239)***! 0.8080!!!!!!!!!!!!!!!!!!!!!!!!!(14.21)***! 0.8157!!!!!!!!!!!!!!!!!!(14.82)***!n! !! 43! 43! 43! 43!R!! !! 0.549135! 0.592751! 0.977279! 0.979421!Adjusted!R!! !! 0.473990! 0.511301! 0.973492! 0.975305!PXvalue!(F)! !! 0.000037! 0.000022! 0.000000! 0.000000!Akaike! !! 165.1345! 162.7595! X39.03496! X41.29295!Table!3.9!presents!the!results!of!the!regressions!examining!the!extent!to!which!Hofstede’s!(2001)!cultural!indices!explain!differences! in!economic!growth!rates!and! level!of!development!across!nations.!The!dependent!variable! in!Models!3.1E!and!3.2E!is!GROWTH,!which!is!the!growth!rate!of!a!nation’s!GDP!per!capita!from!1974X1983.!The!dependent!variable!in!Models! 3.3E! and! 3.4E! is! LNGDP1983,! which! is! the! real! GDP! per! capita! of! a! nation! in! 1983.! The! table! presents! the!coefficient!for!each!variable,!along!with!the!tXratio.!*,!**!and!***are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!oneXtailed!test.!The!other!variables!used!in!the!model!are!defined!as!follows:!UAI! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!IND!! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!MAS! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!SHR! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!ENF! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!LNGDP1973! The!natural!log!of!the!real!GDP!per!capita!of!each!nation!in!1973.!Obtained!from!the!Penn!World!Tables!version!7.1.!!!!!
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3.5.5(LONG_TERM(ANALYSIS(!This!robustness!test!examines!the!impact!of!extending!the!timeframe!covered!by!the!models!by!using!more!recently!available!economic!data!from!the!Penn!World!Tables!(Heston!et!al.!2012).!The!dependent!variables!of!the!models!are!changed!to!GROWTH(2010),!which!is!the!compound!annual!growth!rate!in!real!GDP!per!capita!for!each!nation!from!1974!to!2010,!and!LNGDP2010,!which!is!the!natural!logarithm!of!real!GDP!per!capita!in!each!nation!in!2010.!!The!extended!timeframe!of!these!models!reduces!the!usefulness!of!LNGDP1973!as!a!control!variable.!LNGDP1973! is!used! to!control!all!unobserved! factors!not!otherwise! accounted! for! in! the! model.! This! requires! that! these! unobservable!factors!do!not!change!between!1973!and!the!year!that!the!dependent!variable!is!measured.! While! this! assumption! is! realistic! over! a! tenXyear! horizon,! it! is!unrealistic!over!the!37!years!examined!in!this!subsection.!It!is!important!to!keep!this!in!mind!when!interpreting!the!results!in!Table!3.10.!!Extending! the! period! of! analysis! reduces! the! support! for! H3.1,! as! UAI! is! only!individually! significant! in!Model!3.4L,!but!with! the!wrong!sign,!and!only!at! the!less!than!10%!significance!level.!UAI!remains!jointly!significant!in!Model!3.2L!at!the! less! than!10%! level,! and!Model!3.4L!at! the! less! than!5%! level.!The!models!find!evidence!against!H3.2,!as! in!every!model! IND!is!negative!and!significant!at!the!less!than!1%.!No!evidence!is!found!to!support!H3.3,!as!MAS!is!insignificant!in!each!model.!Finally,!H3.4!is!supported!as!UAIxSHR!is!negative!and!significant!at!the!less!than!5%!level!in!Models!3.2L!and!3.4L.!
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Table(3.10:(Robustness(Test(–(Long_Term(Analysis(
!! !! Model(3.1L( Model(3.2L( Model(3.3L( Model(3.4L(!! ! GROWTH(2010)! GROWTH(2010)! LNGDP2010! LNGDP2010!Constant! !! 10.5970!!!!!!!!!!!!!!!!!(6.553)***! 8.7399!!!!!!!!!!!!!!!!(5.100)***! 3.86059!!!!!!!!!!!!!!!!!!!!!!!!(7.282)***! 3.1831!!!!!!!!!!!!!!!!!!!(5.791)***!UAI! H3.1–! X0.0050!!!!!!!!!!!!!!!!!!!!(X0.777)! 0.0208!!!!!!!!!!!!!!!!!!!!!!(1.645)! X0.0017!!!!!!!!!!!!!!!!!!!!!!!!!(X0.826)! 0.0077!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.891)*!IND! H3.2+! X0.0245!!!!!!!!!!!!!!!!!!!!(X3.444)***! X0.0240!!!!!!!!!!!!!!!!!!!!!!!!!!(X3.601)***! X0.0086!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X3.688)***! X0.0084!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X3.937)***!MAS! H3.3+! X0.0007!!!!!!!!!!!!!!!!!!!!!!(X0.111)! X0.0054!!!!!!!!!!!!!!!!!!!!!!!(X0.895)! X0.0007!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X0.373)! X0.0024!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(X1.274)!SHR! ! 0.0586!!!!!!!!!!!!!!!!!!!!!!!(0.600)! 0.6845!!!!!!!!!!!!!!!!!!!!!!!!!!(2.398)**! 0.0196!!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.612)! 0.2479!!!!!!!!!!!!!!!!!!!!!!!!!(2.708)**!ENF! ! 0.1483!!!!!!!!!!!!!!!!!!!!!!!(4.877)***! 0.1422!!!!!!!!!!!!!!!!!!!!(4.974)***! 0.0500!!!!!!!!!!!!!!!!!(5.011)***! 0.0477!!!!!!!!!!!!!!!!!!!!!!!!(5.206)***!UAIxSHR! H3.4–! X! X0.0092!!!!!!!!!!!!!!!!!!!!(X2.315)**! X! X0.0034!!!!!!!!!!!!!!!!!!!!!!!!(X2.633)**!LNGDP1973! !! X1.1827!!!!!!!!!!!!!!!!!!!!(X3.79)***! X1.1204!!!!!!!!!!!!!!!!!!!!!!!!(X3.819)***! 0.5987!!!!!!!!!!!!!!!!!!!!!!!!!(5.853)***! 0.6214!!!!!!!!!!!!!!!!!!!!!!!!!!!!(6.602)***!n! !! 38! 38! 38! 38!R^2! !! 0.626773! 0.683336! 0.932857! 0.945457!AdjXR^2! !! 0.554536! 0.609448! 0.919862! 0.932730!PXvalue!(F)! !! 0.000014! 0.000005! 0.000000! 0.000000!Akaike! !! 87.80982! 83.56470! 3.048255! X2.849349!Table! 3.10! presents! the! results! of! the! regressions! examining! the! extent! to! which! Hofstede’s! (1980)! cultural! indices!explain! differences! in! longXterm! economic! growth! rates! and! level! of! development! across! countries.! The! dependent!variable! in!Models!3.1L!and!3.2L! is!GROWTH(2010),!which! is! the!growth!rate!of!a!nation’s!GDP!per!capita! from!1974X2010.!The!dependent! variable! in!Models!3.3L! and!3.4L! is! LNGDP2010,!which! is! the! real!GDP!per! capita!of! a!nation! in!2010.! The! table! presents! the! coefficient! for! each! variable,! along! with! the! tXratio.! *,! **! and! ***are! used! to! indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!oneXtailed!test.!The!other!variables!used!in!the!model!are!defined!as!follows:!UAI! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!IND!! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!MAS! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!SHR! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!ENF! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!LNGDP1973! The!natural!log!of!the!real!GDP!per!capita!of!each!nation!in!1973.!Obtained!from!the!Penn!World!Tables!version!7.1.!!The! results! of! the!models! estimated! in! Table! 3.10! are! questionable! at! best,! as!each!model!fails!the!Ramsey!RESET!test,!suggesting!that!they!are!all!misspecified!(Ramsey!1969).!!!
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3.5.6(CONCLUSION(!This! section! examined! the! robustness! of! the! models! estimated! in! Subsection!3.4.3! in! four! ways.! The! first,! tested! in! Subsection! 3.5.2,! included! Hofstede’s!(1980)! Power! Distance! index! in! the! models! to! determine! whether! it! explains!differences!in!economic!growth!and!development!across!nations.!Power!Distance!was! found! to! be! insignificant! in! each!of! the!newly! estimated!models,! and!only!marginally!changed!the!significance!of!one!other!variable! in!one!of! the!models.!This! chapter! is! therefore! justified! in! excluding! Power! Distance! from! the!multivariate! analysis,! as! there! is! no! evidence! that! it! explains! differences! in!economic!growth!and!development!across!nations.!!The!second!test!examined!the!impact!of!outliers!on!the!model!estimation.!India,!Japan! and! Singapore! were! found! to! be! outliers! in! each! of! the! four! models!estimated! in! Subsection! 3.4.3,! so! each! model! was! reXestimated! without! these!three!observations.! Subsection!3.5.3! found! that! removing! the!outliers! from! the!models! changes! the! level! of! support! for! some! of! the! hypotheses,! but! does! not!change!the!conclusions!of!this!chapter.!!The!third!robustness!test,!reported!in!Subsection!3.5.4,!examined!whether!using!the!larger!sample!from!Hofstede’s!(2001)!study!has!an!impact!on!the!findings!of!this! chapter.! The! larger! sample! was! found! to! reduce! the! evidence! supporting!H3.4!that!an!interaction!between!Uncertainty!Avoidance!and!Shareholder!Rights!explains!differences!in!economic!outcomes!across!nations.!!
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Subsection!3.5.5!presented!the!final!robustness!test,!which!examined!the!extent!to! which! Hofstede’s! (1980)! cultural! indices! explains! differences! in! economic!outcomes! today.! The! extended! period! of! analysis! did! not! adversely! affect! the!findings! of! this! chapter.! Unfortunately,! evidence!was! found! suggesting! that! all!the! models! in! Subsection! 3.5.5! were! misspecified,! making! it! difficult! to! draw!meaningful!results!from!them.!!Section! 3.5! therefore! finds! no! strong! evidence! to! suggest! that! the! findings! of!Section!3.4!are!invalid.!!
3.6(CONCLUSION(!
3.6.1(OVERVIEW(AND(DISCUSSION(!The! research! question! that! this! chapter! answered! is! ‘to! what! extent! do!Hofstede’s! (1980)! cultural! indices! explain! differences! in! economic! growth! and!development!across!nations?’!This!chapter!identified!two!studies!that!sought!to!answer! this! question! (Franke! et! al.! 1991,! Johnson! and! Lenartowicz! 1998).!Numerous! criticisms! and! methodological! weaknesses! were! identified! in! both!studies,! which! raised! questions! about! their! ability! to! answer! the! research!question.!This!chapter!built!on!these!criticisms!to!develop!a!more!robust!analysis!of!the!research!question.!!This! chapter! developed! four! hypotheses! to! investigate! the! research! question.!Three!of!these!hypotheses!predicted!that!economic!growth!and!development!can!
! ! Page!96!
!
be!explained,!in!part,!by!Hofstede’s!(1980)!Uncertainty!Avoidance,!Individualism!and! Masculinity! indices.! The! fourth! hypothesis! predicted! that! an! interaction!between!Hofstede’s!(1980)!Uncertainty!Avoidance!index!and!legal!rights!within!a! nation! drives! economic! outcomes.! Four!models!were! developed! to! test! each!hypothesis.!!Section! 3.4! presented! the! results! of! both! the! univariate! and! multivariate!analyses.! The! analyses! found! evidence! of! a! negative! relationship! between!Hofstede’s! (1980)! Uncertainty! Avoidance! index! and! economic! growth! and!development.! This! is! consistent! with! the! theory! of! North! (2005)! and! the!empirical! analysis! of! Johnson! and! Lenartowicz! (1998).! Furthermore,! the!relationship! between! Uncertainty! Avoidance! and! La! Porta! et! al.’s! (1998)!Shareholder! Rights! was! found! to! have! strong! power! in! explaining! differences!between! national! growth! rates! and! levels! of! economic! development.! This!provides! evidence! that! Uncertainty! Avoidance! is! most! effective! in! supporting!economic! growth! and! development! when! accompanied! by! strong! legal!protections.!!The!relationship!between!Hofstede’s! (1980)! Individualism! index!and!economic!growth! and! development! is! not! as! clear.! While! the! univariate! analysis! found!evidence! of! a! positive! relationship! between! the! two,! the!multivariate! analysis!suggested!that!an!increase!in!Individualism!is!associated!with!a!decrease!in!both!future! economic! growth! and! development.! The! discussion! in! Section! 3.4!suggested!that!these!findings!may!support!the!arguments!of!Brewer!and!Venaik!
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(2011),!who!propose!that!Hofstede!mislabelled!this!dimension.!This!is!examined!further!in!Chapter!4.!!This!chapter!finds!no!credible!evidence!to!support!the!hypothesis!that!Hofstede’s!(1980)! Masculinity! index! drives! economic! outcomes.! This! failure! to! find!evidence!is!consistent!with!the!findings!of!Johnson!and!Lenartowicz!(1998),!who,!like! this! chapter,! predicted! a! positive! relationship! between! the! two,! but! were!unable!to!find!supporting!evidence.!!Section! 3.5! performed!numerous! robustness! tests! of! the!models.! The! first! test!confirmed! that!Hofstede’s! Power!Distance! cultural! dimension!does!not! help! to!explain! differences! in! economic! growth! and! development! across! nations.! The!second!and!third!tests!concluded!that!removing!outliers!or!expanding!the!sample!does! not! affect! the! conclusions! of! this! chapter.! Finally,! the! fourth! test! showed!that!extending!the!period!of!analysis!did!not!adversely!change!the!findings!of!this!chapter.!!
3.6.2(LIMITATIONS(AND(FUTURE(RESEARCH(!One! major! limitation! of! this! chapter! is! the! challenge! of! finding! appropriate!control!variables.!Many!variables!used!today!to!control!for!factors!such!as!capital!and!education!do!not!have!enough!national!measures!dating!back!to!the!1970’s!to! be! useful! for! a! crossXcountry! analysis! in! that! time! period.! This! chapter!addressed!this!problem!by!including!a!lagged!dependent!variable!to!control!for!these!unobserved!factors.!
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!A!second!limitation!of!this!chapter! is!the! inability!of!standard!linear!regression!models! to! adequately! account! for! the! interaction! between! Hofstede’s! (1980)!cultural! variables! and! the! legal! variables! taken! from! La! Porta! et! al.! (1998).!Consistent!with!Licht!et!al.! (2005),! this!chapter! found!that!there!are!significant!correlations! between! a! nation’s! culture! and! legal! system.! Furthermore,! this!chapter! found! that! the! interaction! between! Hofstede’s! (1980)! Uncertainty!Avoidance! index! and! La! Porta! et! al.’s! (1998)! Shareholder! Rights! index! is!important!in!explaining!differences!in!economic!outcomes!across!nations.!More!research! is! therefore! to! determine! the! exact! nature! of! this! relationship.! This!limitation!is!examined!further!in!Chapter!4.!! !
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Chapter(4:(HOFSTEDE(AND(ECONOMICS((SEM)(
!
4.1(INTRODUCTION,(MOTIVATION(AND(STRUCTURE(!Chapter!3!built!on!the!Franke!et!al.!(1991)!and!Johnson!and!Lenartowicz!(1998)!studies!by!using!the!ordinary! least!squares! linear!regression!model!to!examine!the!relationship!between!Hofstede’s!(1980;!2001)!cultural!indices!and!economic!development.! Chapter! 4! extends! this! analysis! using! Structural! Equation!Modelling.! This! chapter! is! motivated! by! the! opportunities! that! Structural!Equation! Modelling! present! to! identify! potential! causal! relationships! between!institutional! variables! and! economic! outcomes.! It! is! important! to! stress! that!Structural! Equation! Modelling! does! not! provide! proof! of! causation.! All! that!Structural! Equation! Modelling! can! do! is! suggest! that! such! a! relationship! may!exist.! It! can! also! be! used! to! rule! out! the! existence! of! such! relationships,! if! the!hypothesised! causal! relationship! is! not! statistically! significant.! This,! of! course,!relies!on!the!normal!assumptions!required!for!statistical!inference.!!This!chapter!proceeds!as!follows:!Section!4.2!develops!the!research!methodology!used!by!this!chapter.!Section!4.3!presents!the!results!of!the!structural!equation!model!estimated!by!this!chapter.!Section!4.4!undertakes!robustness!tests!of!this!model.!Section!4.5!concludes!this!chapter,!and!this!thesis’s!analysis!of!Hofstede’s!cultural!study.!!!
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4.2(RESEARCH(METHODOLOGY(!
4.2.1(INTRODUCTION(!The! research! methodology! section! has! four! objectives.! The! first! is! to! briefly!review!Structural!Equation!Modelling.!This! is!achieved! in!Subsection!4.2.2.!The!second!objective,!achieved!in!Subsection!4.2.3,!is!to!develop!the!hypotheses!that!this! chapter! will! test.! The! third! is! to! outline! how! this! chapter! will! test! these!hypotheses,!which! includes! the!model!development! (Subsection!4.2.4),! and! the!sample! selection! process! (Subsection! 4.2.5).! The! final! objective,! achieved! in!Subsection! 4.2.6,! is! to! provide! descriptive! statistics! of! the! data! used! in! this!chapter.!Subsection!4.2.7!concludes!this!section.!!
4.2.2(STRUCTURAL(EQUATION(MODELLING(!Byrne! (2010,! p3)! defines! Structural! Equation!Modelling! (SEM)! as! “a! statistical!methodology!that!takes!a!confirmatory!(i.e.!hypothesisXtesting)!approach!to!the!analysis!of!a!structural!theory!bearing!on!some!phenomenon.”!She!continues!that!this! structural! theory! tends! to! have! a! “causal”! process! that! is! being! tested.!Bentler!(1988,!p317)!observes!that!while!“the!name!“casual!modeling”!is,!in!the!strict! sense,! a! misnomer,! …! the! phrase! adequately! captures! the! intent! of! the!research! methodology:! to! hypothesize! and! specify! in! detail! the! process! of!interrelated! effects! operating! among! variables! under! appropriate! conditions,!and! to! test! whether! a! relevant! set! of! observed! data! is! consistent! with! the!
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proposed! theoretical! process! hypothesis.”! Hooper! et! al.! (2008,! p53)! describe!Structural!Equation!Modelling!as!“‘a!must’!for!researchers!in!the!social!sciences.”!!Ullman! and! Bentler! (2003)! identify! one! of! the! key! advantages! of! Structural!Equation!Modelling!is!the!ability! for!a!variable!to!be!simultaneously!dependent!and! independent.! For! example,! Subsection! 3.3.3.2! observed! that!Hayek! (2007)!argues! that! a! lower! Power! Distance! will! lead! to! greater! economic! prosperity,!while! Hofstede! (2001)! believes! that! economic! outcomes! determine! the! Power!Distance! within! a! society.! Structural! equation! modelling! allows! for! Power!Distance!to!be!regressed!against!past!economic!outcomes,!while!at!the!same!time!used! as! an! independent! variable! to! explain! future! economic! outcomes.!Hypothesis! testing! can! therefore!be!used! to!determine! the! significance!of! each!relationship5.!!
4.2.3(HYPOTHESIS(DEVELOPMENT(!Subsection! 3.3.3.2! discussed! Hofstede’s! (2001,! p132)! argument! that! national!wealth! is! a! key! driver! of! Power! Distance,! as! “wealth! goes! together! with! the!growth! of! middle! strata! in! society,! which! can! form! a! bridge! between! the!powerful! and! the! powerless! (Adelman! and! Morris! 1967! pp.! 151,! 255).”! This!leads!to!H4.1:!! H4.1!–!Higher!levels!of!Economic!Development!lead!to!lower!levels!of!Power!Distance!within!a!nation,!ceteris!paribus.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!5!This!is!examined!in!Subsection!4.4.3.!
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!Subsection! 3.3.3.2! outlined! H3.1,! H3.2,! and! H3.3,! whereby! Hofstede’s! (1980)!Uncertainty! Avoidance,! Individualism! and! Masculinity! indices! were!hypothesised! to!determine! economic!outcomes! in! society.!H4.2,!H4.3! and!H4.4!simply!reXexpress!these!hypotheses.!! H4.2!–!Nations!with!a!lower!level!of!Uncertainty!Avoidance!will!tend!experience!higher!levels!of!economic!growth,!ceteris!paribus.!!!H4.3! –!Nations!with! a! higher! level! of! Individualism!will! tend! to! be!experience!higher!levels!of!economic!growth,!ceteris!paribus!!H4.4! –! Nations! with! a! higher! level! of! Masculinity! will! tend! to!experience!higher!levels!of!economic!growth,!ceteris!paribus.!!Subsection! 3.3.3.3! proposed! H3.4,! an! interaction! hypothesis! between!Uncertainty! Avoidance! and! Shareholder! Rights.! Higher! levels! of! Shareholder!Rights! are! assumed! to! allow! for! lower! levels! of! Uncertainty! Avoidance! in!interpersonal!relationships.!This!leads!to!H4.5:!! H4.5! –! Higher! levels! of! Shareholder! Rights! lead! to! lower! levels! of!Uncertainty!Avoidance,!ceteris!paribus.!!!This!chapter!hypothesises!two!further!relationships!between!Hofstede’s!(1980)!cultural!variables!and!La!Porta!et!al.’s!(1998)!legal!variables.!The!first!builds!on!
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the! idea! in!H4.5! that!a!person’s! tolerance! to!risk! is!driven,! in!part,!by! the! legal!protections! they! are! granted! by! their! nation’s! legal! system.! If! these! legal!protections!are!not! enforced,! then! the! legal! system! is!unlikely! to!have!a!major!effect!on!national!culture.!This!leads!to!H4.6:!! H4.6!–!Nations!with!higher! levels!of!Enforcement!will! tend! to!have!lower!levels!of!Uncertainty!Avoidance,!ceteris!paribus.!!The! second! relationship! proposes! that! Enforcement! itself! is! determined! by!culture.! Greif! (1994)! argues! that! the! strength! of! the! enforcement! mechanism!within! a! legal! system! is! driven! by! the! level! of! Individualism!within! a! society.!Through!his!analysis!of!the!Genoese!and!Maghribi!traders,!Grief!(1994)!finds!that!the! individualistic! cultural!beliefs!of! the!Genoese! traders! led! to! the! creation!of!institutions!that!“support!collective!action!and!exchange”!(Grief!1994,!p937).!The!cultural!beliefs!of! the!Maghribi! traders,!on! the!other!hand,! “led! to!a!collectivist!society!with!an!economic!selfXenforcing!collective!punishment,!horizontal!agency!relations,! segregation,! and! an! inXgroup! social! communication! network”! (Grief!1994,!p936).!Grief’s!findings!suggest!that!higher!levels!of!Individualism!create!a!greater!need!for!legal!Enforcement!mechanisms!in!society.!This!leads!to!H4.7:!! H4.7!–!Nations!with!higher!levels!of!Individualism!will!tend!to!have!higher!levels!of!Enforcement,!ceteris!paribus.!!!!
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4.2.4(MODEL(DEVELOPMENT(!Subsection! 4.2.3! outlined! seven! hypotheses,! or! relationships,! tested! by! this!chapter.!This! subsection!adds!another! four! relationships! to! the!model,! as! for!a!Structural! Equation! Model! to! be! valid! all! relationships! between! each! variable!must!be!accounted!for.!These!relationships!all!have!a!theoretical!basis.!!Three!of! these! four!relationships! link!the! legal!variables!to!economic!variables.!Authors! such! as! North! and! Thomas! (1973)! argue! that! legal! variables! drive!economic! outcomes.! It! is! expected! that! higher! levels! of! Enforcement! and!Shareholder!Rights!will!lead!to!higher!levels!of!economic!growth.!However,!there!may!be!a!reverse!causality,!as!the!enforcement!of!laws!within!society!is!a!costly!exercise!that!requires!a!police!force!and!effective!judiciary.!The!ability!of!a!nation!to!enforce!laws!is!therefore!determined!by!the!wealth!of!the!government,!which!is! assumed! to! be! a! function! of! national!wealth.! Note! that! the!model! therefore!proposes! a! circular! causal! relationship! between! Enforcement! and! economic!outcomes,! as! higher! levels! of! economic! development! lead! to! higher! levels! of!Enforcement,!which!in!turn,!lead!to!higher!levels!of!economic!growth.!!!The!final!relationship!proposes!that!prior!levels!of!economic!development!affect!future!economic!growth.!!These! four! relationships,! along! with! the! hypotheses! developed! in! Subsection!4.2.3,!lead!to!the!model!expressed!in!Figure!4.1.!!!
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Figure(4.1:(Model(Development(((
Figure!4.1!presents!the!model!developed!in!this!section.!The!figure!does!not!include!error!terms!or!covariances.!!‘Economic!Development’!is!the!natural!logarithm!of!real!GDP!per!capita!for!each!nation!in!1963.!The!values!of!this!variable!are!calculated!using!the!Penn!World!Tables!version!7.1!(Heston!et!al!2012).!!!
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‘Power!Distance,’! ‘Uncertainty!Avoidance,’! ‘Individualism,’! and! ‘Masculinity’! are!Hofstede’s! (1980)! measures! of! Power! Distance,! Uncertainty! Avoidance,!Individualism/Collectivism!and!Masculinity/Femininity!respectively.!!!‘Shareholder! Rights’ is an index variable rating the rights of shareholders in each 
nation on a scale from 0 to 6. It is the sum of six indicator variables identified by La 
Porta et al. (1998, p1122-1123). These variables are: One Share-one vote; Proxy by 
mail; Shares not blocked before meeting; Cumulative voting or proportional; 
Oppressed minorities mechanism; and Pre-emptive rights. !‘Enforcement’! is!an!index!variable!rating!the!enforcement!of! law!in!each!nation!on!a!scale!from!0!to!50.!It!is!the!sum!of!five!variables!identified!by!La!Porta!et!al.!(1998! p1124).! These! variables! are:! Efficiency! of! judicial! system;! Rule! of! Law;!Corruption;!Risk!of!expropriation;!and!Repudiation!of!contracts!by!government.!!!‘Economic! Growth’! is! the! compounded! growth! rate! in! real! GDP! per! capita! for!each!nation!from!1974!to!1983.!The!values!of!this!variable!are!calculated!using!the!Penn!World!Tables!version!7.1.!!
4.2.5(SAMPLE(SELECTION(!The! sample! selection! procedure! is! almost! identical! to! the! sample! selection! in!Chapter!3!(Subsection!3.3.5).!The!only!difference! is! the! loss!of!Germany,!as! the!Penn!World!Tables!do!not!report!the!per!capita!GDP!of!Germany!in!1963.!!!
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The!sample!selection!procedure!is!summarised!in!Table!4.1!!
Table(4.1:(Sample(Selection(
  Less Remaining 
Nations covered by the Hofstede (1980) survey  40 
Less nations:   
Not covered by the La Porta et al. (1998). 2  
For which the Penn World Tables do not provide 
GDP per capita in 1963 
1  
Total  37 Table!4.1!outlines!the!sample!selection!process.!!!To! recap,! the! sample! selection! process! began! with! all! the! nations! covered! by!Hofstede’s! (1980)! study.! The! sample! was! reduced! by! removing! Iran! and!Yugoslavia,! as! they! are! not! included! in! La! Porta! et! al.’s! (1998)! study! of! legal!systems.! Germany! is! also! removed! from! the! sample! because! the! Penn! World!Tables!does!not!provide!a!GDP!measure!for!1963.!!The! final! sample! is! made! up! of! 37! nations! covering! each! of! the! inhabited!continents! of! the! world.! The! sample! is! more! than! four! times! the! minimum!sample! size! necessary! for! crossXcultural! research! (Franke! and! Richey! 2010).!While! Structural! Equation! Modelling! does! not! require! every! variable! to! be!reported! for!every!observation,! this! thesis! chooses! to!exclude!observations! for!which! every! variable! is! not! available,! to! allow! a! greater! number! of! model! fit!statistics!to!be!reported.!!
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4.2.6(DESCRIPTIVE(STATISTICS(!Table!4.2!presents! the!descriptive! statistics! of! all! of! the! variables! estimated! in!this!chapter.!!
Table(4.2:(Descriptive(Statistics(
Variable Mean Median Minimum Maximum Std. Dev. 
Power Distance 51.486 55.000 11.000 94.000 20.468 
Uncertainty 
Avoidance 63.973 69.000 8.000 112.000 24.365 
Individualism 50.541 51.000 12.000 91.000 25.302 
Masculinity 50.459 54.000 5.000 95.000 19.977 
Shareholder 
Rights 2.622 3.000 0.000 5.000 1.299 
Enforcement 39.321 40.400 20.420 49.960 9.122 
Economic 
Growth  8.198 8.157 4.604 13.307 1.903 
Economic 
Development  7.084 7.250 4.941 8.259 0.866 Table!4.2!presents!the!descriptive!statistics!of!the!variables!used!in!this!chapter.!The!variables!are!defined!as!follows:!Power!Distance! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!Uncertainty!Avoidance! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!Individualism! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!Masculinity! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!Shareholder!Rights! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Enforcement! an! index! variable! rating! the! strength!of! the! enforcement!mechanisms!of! the! legal! system! in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Economic!Growth! The!growth! in! real!GDP!per! capita!of! each!nation! from!1974X1983.!Obtained! from! the!Penn!World!Tables!version!7.1.!Economic!Development! The! natural! log! of! the! real! GDP! per! capita! of! each! nation! in! 1963.! Obtained! from! the! Penn!World!Tables!version!7.1.!!Table! 4.2! reveals! that! each! variable! has! sufficient! variation! for! the! model!developed!in!Subsection!4.2.4!to!provide!meaningful!results.!There!are!no!major!differences!when! comparing! these! descriptive! statistics! to! those! in! Subsection!3.3.6.!This!shows!that!the!removal!of!Germany!has!not!dramatically!affected!the!sample.!!
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Table! 4.3! presents! the! Spearman’s! and! Pearson’s! correlations! and! pXvalues! of!each!of!the!variables!analysed!in!this!chapter.!!!
Table(4.3:(Correlation(Matrix(
! Power!Distance! Uncertainty!Avoidance! Individualism! Masculinity! Shareholder!Rights! Enforcement! Economic!Growth! Economic!Development!
Power!
Distance!
1! 0.2713! ;0.6195! 0.0907! 0.0952! ;0.5577! 0.1374! ;0.6814!
;! 0.104! 0.000! 0.594! 0.575! 0.000! 0.417! 0.000!
Uncertainty!
Avoidance!
0.2658! 1! ;0.3434! ;0.0128! ;0.24! ;0.2755! ;0.3361! ;0.2212!
0.112! ;! 0.038! 0.940! 0.153! 0.099! 0.042! 0.188!
Individualism!
;0.654! ;0.3351! 1! 0.0288! ;0.1339! 0.6822! ;0.1552! 0.8137!
0.000! 0.043! ;! 0.866! 0.429! 0.000! 0.359! 0.000!
Masculinity!
0.1737! 0.1619! ;0.0568! 1! 0.0189! ;0.147! 0.1389! 0.0185!
0.304! 0.338! 0.738! ;! 0.912! 0.385! 0.412! 0.914!
Shareholder!
Rights!
0.1189! ;0.2532! ;0.1568! 0.0872! 1! ;0.2721! 0.0792! ;0.297!
0.483! 0.131! 0.354! 0.608! ;! 0.103! 0.641! 0.074!
Enforcement!
;0.5393! ;0.2775! 0.6491! ;0.2024! ;0.2857! 1! ;0.0251! 0.8365!
0.001! 0.096! 0.000! 0.230! 0.087! ;! 0.883! 0.000!
Economic!
Growth!
0.147! ;0.4019! ;0.205! 0.0826! 0.0442! 0.1292! 1! ;0.2809!
0.385! 0.014! 0.224! 0.627! 0.795! 0.446! ;! 0.092!
Economic!
Development!
;0.6473! ;0.1073! 0.7502! ;0.0681! ;0.3492! 0.7573! ;0.2801! 1!
0.000! 0.527! 0.000! 0.689! 0.034! 0.000! 0.093! ;!Table! 4.3! presents! the! Spearman’s! (top! right)! and! Pearson’s! (bottom! left)! correlations! and! pXvalues! for! each! of! the!variables!defined!in!Section!3.3.3.!The!variables!are!defined!as!follows!Power!Distance! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!Uncertainty!Avoidance! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!Individualism! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!Masculinity! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!Shareholder!Rights! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Enforcement! an! index! variable! rating! the! strength!of! the! enforcement!mechanisms!of! the! legal! system! in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Economic!Growth! The!growth! in! real!GDP!per! capita!of! each!nation! from!1974X1983.!Obtained! from! the!Penn!World!Tables!version!7.1.!Economic!Development! The! natural! log! of! the! real! GDP! per! capita! of! each! nation! in! 1963.! Obtained! from! the! Penn!World!Tables!version!7.1.!!The! correlation! matrix! provides! limited! evidence! to! support! H4.1,! as! Power!Distance! is! significantly! negatively! correlated! to! prior! Economic! Development,!and! is! not! correlated! with! future! Economic! Growth.! Limited! evidence! is! also!found! to! support! H4.2,! as! Uncertainty! Avoidance! is! significantly! negatively!correlated!with! future!Economic!Growth,! but! not! past! Economic!Development.!
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Interestingly,! no! evidence! is! found! to! support! H4.3,! as! the! correlation! matrix!finds! that!prior!Economic!Development! is! strongly! correlated!with! the! level! of!Individualism! within! each! society,! and! furthermore,! Individualism! has! no!significant! relationship!with! future!Economic!Growth.!There! is!also!no!support!for!H4.4,!as!Masculinity!is!not!correlated!with!any!of!the!economic!variables.!It!is!important!to!remember!these!are!only!preliminary!findings,!and!that!the!results!of!the!multivariate!analysis!will!provide!stronger!evidence.!!The!correlation!matrix!does!not!find!any!evidence!to!support!H4.5,!as!there!is!no!significant!relationship!between!Uncertainty!Avoidance!and!Shareholder!Rights.!Weak!preliminary!evidence!is!found!to!support!H4.6,!as!the!negative!relationship!between!Uncertainty!Avoidance!and!Enforcement! is!only! significant! at! the! less!than!10%!level.!Finally,!preliminary!evidence!is!found!to!support!H4.7,!as!there!is!a!significant!positive!correlation!between!Individualism!and!Enforcement.!!Subsection!4.2.4!identified!four!additional!relationships!for!which!no!hypotheses!were! developed.! The! correlation!matrix! only! finds! evidence! to! support! two! of!these!relationships,!as!Economic!Development!is!found!to!be!correlated!to!both!Shareholder!Rights!and!Enforcement.!The!other! two!relationships,! linking!both!Shareholder! Rights! and! Enforcement! to! future! Economic! Growth,! are! not!supported!by!significant!correlations.!!Furthermore,!the!correlation!matrix!finds!six!correlations!between!variables!for!which! no! relationships! have! been! specified.! These! correlations! are! as! follows:!Individualism!is!correlated!to!prior!Economic!Development,!Power!Distance!and!
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Uncertainty! Avoidance;! Shareholder! Rights! are! correlated! to! both! prior!Economic! Development! and! Enforcement;! Enforcement! is! also! correlated! to!Power!Distance.!These!six!correlations!are! included!in!the!model!as!nonXcausal!relationships!(correlations).!!
4.2.7(CONCLUSION(!This!section!achieved!four!objectives.!The!first!was!achieved!in!Subsection!4.2.2!by! introducing!Structural!Equation!Models.!The!second,!achieved! in!Subsection!4.2.3,! was! to! develop! the! hypotheses! that! this! chapter! tests.! The! third!was! to!outline! the! testing! procedure! used! by! this! chapter,! which! includes! the! model!development! (Subsection! 4.2.4)! and! the! sample! selection! process! (Subsection!4.2.5).! The! final! objective,! achieved! in! Subsection! 4.2.6,! was! to! review! the!descriptive!statistics.!!
4.3(ANALYSIS(AND(RESULTS(!
4.3.1(INTRODUCTION(!This! section! estimates! and! interprets! the! results! of! the! model! developed! in!Section!4.2.!!!!!
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4.3.2(STRUCTURAL(EQUATION(MODEL(!Figures! 4.2! and! 4.3! present! the! results! of! the! Structural! Equation! Model!developed! in! this! chapter.! Figure! 4.2! presents! the! Structural! Equation! Model!with! unstandardised! regression! estimates.! These! estimates! show! the! extent! to!which! a! one! unit! change! in! a! variable! drives! a! change! in! another.! Figure! 4.3!presents!the!Structural!Equation!Model!with!standardised!regression!estimates.!Standardised! regression! estimates! allow! for! comparisons! of! effects! across! the!entire! model! by! showing! how! a! one! standard! deviation! change! in! a! variable!impacts! other! variables.! Table! 4.4! presents! the! statistical! output! for! each!relationship!estimated!in!the!model.!!The! model! finds! strong! support! for! H4.1,! as! a! 1! unit! increase! in! the! natural!logarithm! of! a! nation’s! GDP! per! capita! in! 1963! is! found! to! lead! to! a! 15! point!decrease!in!that!nation’s!Power!Distance!measure.!This!relationship!is!significant!at! the! less! than!1%! level,! and! supports!Hofstede’s! (2001)! claim! that! economic!outcomes!drive!social!values!of!Power!Distance.!!The!findings!for!H4.2!and!H4.3!are!consistent!with!the!findings!of!Chapter!3.!The!model! finds! strong! support! for!H4.2,! as! lower! levels! of! Uncertainty!Avoidance!lead!to!higher!levels!of!economic!growth.!H4.3!is,!however,!not!supported,!as!the!model! finds! evidence! of! a! strong! negative! relationship! between! Individualism!and!Economic!Growth.!This!finding!is!consistent!with!the!findings!of!Franke!et!al.!(1991).! Chapter! 3! argued! that! this! result! is! more! meaningful! if! Brewer! and!Venaik’s!(2011)!interpretation!of!Hofstede’s!(1980)!Individualism!index!is!used.!
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Figure(4.2:(Unstandardised(Structural(Equation(Model(
!Figure!4.2!presents!the!estimated!structural!equation!model!along!with!the!unstandardised!coefficient!estimates.!The!full!output!of!the!model!is!provided!in!Table!4.4.!The!variables!in!the!model!are!defined!as!follows:!Power!Distance! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!Uncertainty!Avoidance! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!Individualism! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!Masculinity! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!Shareholder!Rights! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Enforcement! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Economic!Growth! The!growth!in!real!GDP!per!capita!of!each!nation!from!1974X1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!Economic!Development! The!natural! log!of! the!real!GDP!per!capita!of!each!nation! in!1963.!Obtained!from!the!Penn!World!Tables!version!7.1.!
(
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Figure(4.3:(Standardised(Structural(Equation(Model(
Figure!4.3!presents!the!estimated!structural!equation!model!along!with!the!standardised!coefficient!estimates.!The!full!output!of!the!model!is!provided!in!Table!4.4.!The!variables!in!the!model!are!defined!as!follows:!Power!Distance! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!Uncertainty!Avoidance! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!Individualism! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!Masculinity! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!Shareholder!Rights! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Enforcement! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Economic!Growth! The!growth!in!real!GDP!per!capita!of!each!nation!from!1974X1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!Economic!Development! The!natural! log!of! the!real!GDP!per!capita!of!each!nation! in!1963.!Obtained!from!the!Penn!World!Tables!version!7.1.!!!
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Table(4.4:(Structural(Equation(Model(Estimates(
Hypothesis Relationship! Estimate (Unstandardised) 
Standard 
Error 
Test 
Statistic p-value 
Estimate 
(Standardised) 
H4.1;! Economic Development --> 
Power 
Distance -15.184 3.013 -5.039 0.000 -0.632 
H4.2;! Uncertainty Avoidance --> 
Economic 
Growth -0.026 0.01 -2.707 0.007 -0.348 
H4.3+! Individualism --> Economic Growth -0.03 0.012 -2.391 0.017 -0.398 
H4.4+! Masculinity --> Economic Growth 0.023 0.01 2.36 0.018 0.242 
H4.5;! Shareholder Rights --> 
Uncertainty 
Avoidance -6.888 2.72 -2.533 0.011 -0.358 
H4.6;! Enforcement --> Uncertainty Avoidance -1.101 0.389 -2.832 0.005 -0.397 
H4.7+! Individualism --> Enforcement 0.089 0.051 1.739 0.082 0.252 
(+)! Enforcement --> Growth 0.219 0.041 5.33 0.000 1.04 
(+)! Shareholder Rights --> Growth -0.351 0.165 -2.124 0.034 -0.239 
(+)! Economic Development --> Enforcement 6.626 1.491 4.443 0.000 0.617 
(;)! Economic Development --> 
Economic 
Growth -2.063 0.467 -4.414 0.000 -0.91 Table!4.4!presents!the!key!statistical!output!for!each!relationship!in!the!Structural!Equation!Model.!The!first!column!lists!the!hypothesis! that!each!relationship! is! testing.!The!second!column!specifies!each!relationship.!The!table! then! lists! the!coefficient!of!the!unstandardised!estimate!(equivalent!to!a!beta!coefficient),!the!standard!error!of!this!coefficient,!and!the!corresponding! tXstatistic! and! pXvalue! of! this! estimate.! The! final! column! presents! the! coefficient! of! the! standardised!estimate!of!each!relationship.!The!variables!in!the!model!are!defined!as!follows:!Power!Distance! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!Uncertainty!Avoidance! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!Individualism! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!Masculinity! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!Shareholder!Rights! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong)!of.!Obtained!from!La!Porta!et!al.!(1998).!Enforcement! an! index! variable! rating! the! strength!of! the! enforcement!mechanisms!of! the! legal! system! in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Economic!Growth! The!growth! in! real!GDP!per! capita!of! each!nation! from!1974X1983.!Obtained! from! the!Penn!World!Tables!version!7.1.!Economic!Development! The! natural! log! of! the! real! GDP! per! capita! of! each! nation! in! 1963.! Obtained! from! the! Penn!World!Tables!version!7.1.!!The!model!finds!strong!support!for!H4.4,!as!higher!levels!of!Masculinity!lead!to!higher! levels! of! Economic! Growth.! This! relationship!was! hypothesised! both! in!Chapter! 3! and! Johnson! and! Lenartowicz’s! (1998)! study,! however! neither! was!able!to!find!evidence!to!support!this!hypothesis.!!!H4.5,! H4.6! and! H4.7! examine! the! relationship! between! the! cultural! and! legal!variables.!There!is!strong!evidence!to!support!H4.5!and!H4.6,!as!higher!levels!of!Shareholder! Rights! and! Enforcement! lead! to! lower! levels! of! Uncertainty!
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Avoidance! within! a! nation.! These! relationships! suggest! that! a! nation’s!Uncertainty!Avoidance!score!can!be!decreased!by!creating!a!strong!legal!system!with! effective! enforcement!mechanisms.! Thus! if! the! legal! system! can!be! relied!upon! to! create! certainty! in! business! transactions,! people! will! become! more!tolerant!of!risk.!This!tolerance!to!risk!is!what!North!(2005)!argues!is!the!primary!driver! of! economic! change6.! Limited! evidence! is! found! to! support!H4.7,!which!was! developed! from! Grief’s! (1994)! arguments! that! individualism! drives! the!enforcement! mechanism! in! a! nation’s! legal! system.! While! the! hypothesised!positive! relationship! exists,! it! is! found! to! only!be! statistically! significant! at! the!less!than!10%!level.!!The!importance!of!legal!variables!in!explaining!economic!growth!was!discussed!in!Subsection!4.2.4.!The!findings!of!the!model!suggest!that!the!strength!of! legal!Enforcement!within!a!nation!is!significant!in!explaining!future!Economic!Growth.!A!significant!relationship! is!also! found!between!the! level!of!Shareholder!Rights!and!Economic!Growth,!but!this!relationship!is!negative.!This!may!be!explained,!in!part,! by! the! negative! correlation! between! Economic! Development! and!Shareholder!Rights.!It!may!be!the!case!that!developing!nations!have!introduced!numerous!laws!in!an!attempt!to!improve!their!economic!performance.!However,!since!those!nations!cannot!afford!the!cost!of!enforcing!these!laws,!their!existence!does!not!change!actual!Shareholder!Rights.!This!explanation!is!supported!by!the!insignificance!of!the!correlation!between!Shareholder!Rights!and!Enforcement!in!the!Structural!Equation!Model.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!6!As!discussed!in!Subsection!3.3.3.2!
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Subsection!4.2.4!proposed!that!the!strength!of!the!enforcement!mechanism!of!a!nation! is! itself!determined!by! the!wealth!of! the!government,! and! therefore! the!wealth! of! the! nation.! The!model! finds! strong! support! for! this! claim,! as! higher!levels!of!Economic!Development!lead!to!higher!levels!of!Enforcement.!Thus,!the!model! found! that! higher! levels! of! prior! Economic! Development! lead! to! higher!levels!of!Enforcement,!which! in! turn,! leads! to!higher! levels!of! future!Economic!Growth.! This! is! in! contrast! to! the! strong! negative! relationship! found! between!prior! Economic! Development! and! future! Economic! Growth.! Enforcement! may!therefore!be!one!of!the!institutional!factors!confounding!attempts!to!empirically!validate!convergence!theory7.!!Of!the!six!covariances!included!in!the!model,!only!the!covariance!between!prior!Economic! Development! and! Individualism! is! statistically! significant!(coefficient=15.627,!pXvalue=0.000).!This!suggests!that!there!is!a!strong!negative!relationship!between!these!two!variables,!which!examined!further!in!Subsection!4.4.3.!!Table!4.5!reports!the!model!fit!statistics.!The!choice!of!statistics!is!based!on!the!recommendations!of!Hooper!et!al.!(2008).!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!7!Subsection!3.4.3!outlined!Todaro!and!Smith’s!(2009)!proposition!that!different!institutional!environments!across!nations!may!be!confounding!attempts!to!empirically!validate!convergence!theory.!
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Table(4.5:(Model(Fit(Statistics(
Model!Fit!Indices!!!! 8.037!
df! 11!
p;value! 0.71!
RMSEA! 0.000!
lower!C.I.! 0.000!
upper!C.I.! 0.133!
PCLOSE! 0.769 
SRMR! 0.0828!
CFI! 1.00!
PNFI! 0.373!Table!4.5!presents!the!model!fit!statistics!for!the!model!estimated!in!Table!4.4!!The!!!!measure!of!Structural!Equation!Models!is!called!the!“badnessXofXfit!index”!by!Klein!(2005,!p135)!because!the!null!hypothesis!is!that!the!model!should!not!be! rejected.! Barrett! (2007)! argues! that! models! with! a! pXvalue! of! 0.05! or! less!should!be!rejected.!This!model!has!a!pXvalue!of!0.71,!suggesting!that!the!model!fits!the!data!reasonably!well.!!RMSEA! (Root!Mean! Square! Error! of! Approximation)! tests! how!well! the!model!“with! unknown! but! optimally! chosen! parameter! estimates! would! fit! the!populations! covariance! matrix”! (Hooper! et! al.! 2008,! p54).! MacCallum! et! al.!(1996)! find! that!models!with! RMSEA! values! above! 0.08! have! a! poor! fit.! More!recently,! Hu! and! Bentler! (1999)! suggest! that! an! upper! limit! of! 0.06! is! more!appropriate.! The!model! reports! a! value! of! 0.000,! which! is! lower! than! Hu! and!Bentler’s!(1999)!more!conservative!limit.!A!90%!Confidence!Interval!for!RMSEA!is! reported,! and! the! upper! limit! is! higher! than! MacCallum! et! al.’s! (1996)! less!conservative!cutXoff!of!0.08.!PCLOSE!reports!the!pXvalue!for!a!statistical!test!with!
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a! null! hypothesis! that! RMSEA! is! no! greater! than! 0.05.! The! value! of! PCLOSE! is!0.769,!which!shows!that!the!null!hypothesis!is!not!rejected!at!any!of!the!standard!significance!levels.!This!suggests!that!the!model!fits!the!data!reasonably!well.!!SRMR! (Standardised! Root! Mean! square! Residual)! measures! “the! difference!between! the! residuals! of! the! sample! covariance! matrix! and! the! hypothesised!covariance!model”!(Hooper!et!al.!2008,!p54).!Hooper!et!al.!(2008)!argue,!based!on!Hu!and!Bentler!(1999),!that!values!below!0.08!indicate!that!a!model!fits!the!data!well.!The!model!estimated!in!this!chapter!reports!a!SRMR!of!0.0828,!which!is! above! the! threshold.!Hu! and!Bentler! (1999),! however,! demonstrate! that! if! a!model’s!RMSEA!is!0.05!or! less,!as! this!model’s! is,! then!a!SRMR!score!of!0.09!or!even!0.10!can!still!indicate!a!good!fit.!This!shows!the!importance!of!interpreting!model!fit!statistics!collectively!instead!of!individually.!!!CFI! (Comparative! Fit! Index)! compares! the! reported!!!!of! the! estimated!model!against! a! baseline!model.! Values! closer! to! 1! are! considered! to! have! a! good! fit.!Hooper! et! al.! (2008)! recommend! 0.95! as! the!minimum! accepted! value! for! the!CFI.!This!model!has!a!CFI!equal!to!1,!which!indicates!a!good!fit.!!The!final!model!fit!index!reported!is!the!PNFI!(Parsimonious!Normed!Fit!Index).!This! index! was! developed! by! Mulaik! et! al.! (1989)! in! an! attempt! to! punish!complex! models.! Hooper! et! al.! (2008,! p55)! however,! observe! that! a! lack! of!recommended! thresholds! for! the! statistic!makes! it! “difficult! to! interpret.”! This!model’s! PNFI! score! is! revisited! in! Subsection! 4.4.3! to! assist! in! the! robustness!testing.!
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!The!model! fit!statistics! thus!provide!evidence!that! the!estimated!model! fits! the!data!well.!!!
4.4(ROBUSTNESS(ANALYSIS(!
4.4.1(INTRODUCTION(!This! section! tests! the! robustness! of! the! findings! of! the! model! estimated! in!Section!4.3.!This!section!proceeds!as!follows:!Subsection!4.4.2!tests!how!sensitive!the!model!is!to!the!presence!of!outliers.!Subsection!4.4.3!tests!the!robustness!of!the! first! four! hypotheses! by! reXestimating! the! model! with! additional!relationships! between! Hofstede’s! (1980)! cultural! indices! and! economic!outcomes.!Subsection!4.4.4!concludes!this!section.!!
4.4.2(OUTLIER(ANALYSIS(!This!robustness!test!examines!how!sensitive!the!findings!of!the!model!estimated!in! Subsection! 4.3.2! are! to! the! presence! of! outliers.! This! analysis! identifies! the!influential! observations! from! the!model,! and! reXestimating! the!model! without!them.! Two! outliers! were! identified,! India! and! Singapore,! both! of! which! were!outliers!in!Chapter!3.!Table!4.6!presents!the!statistical!output!of!the!reXestimated!model.!!!!
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Table(4.6:(Robustness(Test(–(Outliers(
Hypothesis Relationship! Estimate (Unstandardized) 
Standard 
Error 
Test 
Statistic p-value 
Estimate 
(Standardized) 
H4.1;! Economic Development --> 
Power 
Distance -15.553 3.317 -4.689 0.000 -0.619 
H4.2;! Uncertainty Avoidance --> 
Economic 
Growth -0.021 0.01 -2.013 0.044 -0.258 
H4.3+! Individualism --> Economic Growth -0.01 0.015 -0.718 0.473 -0.143 
H4.4+! Masculinity --> Economic Growth 0.024 0.009 2.527 0.011 0.261 
H4.5;! Shareholder Rights --> 
Uncertainty 
Avoidance -4.998 2.632 -1.899 0.058 -0.282 
H4.6;! Enforcement --> Uncertainty Avoidance -1.041 0.371 -2.807 0.005 -0.412 
H4.7+! Individualism --> Enforcement 0.073 0.057 1.267 0.205 0.204 
(+)! Enforcement --> Economic Growth 0.23 0.04 5.673 0.000 1.122 
(+)! Shareholder Rights --> 
Economic 
Growth -0.388 0.158 -2.46 0.014 -0.27 
(+)! Economic Development --> Enforcement 7.633 1.793 4.257 0.000 0.669 
(;)! Economic Development --> 
Economic 
Growth -2.785 0.54 -5.161 0.000 -1.193 Table!4.6!presents!the!statistical!output!for!each!relationship!in!the!Structural!Equation!Model!with!the!outliers!removed.!The!first!column!lists!the!hypothesis!that!each!relationship!is!testing.!The!second!column!specifies!each!relationship.!The!table!then!lists!the!coefficient!of!the!unstandardised!estimate!(equivalent!to!a!beta!coefficient),!the!standard!error!of!this!coefficient,!and!the!corresponding!tXstatistic!and!pXvalue!of!this!estimate.!The!final!column!presents!the!coefficient!of!the!standardised!estimate!of!each!relationship.!The!variables!in!the!model!are!defined!as!follows:!Power!Distance! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!Uncertainty!Avoidance! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!Individualism! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!Masculinity! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!Shareholder!Rights! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Enforcement! an! index! variable! rating! the! strength!of! the! enforcement!mechanisms!of! the! legal! system! in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Economic!Growth! The!growth! in! real!GDP!per! capita!of! each!nation! from!1974X1983.!Obtained! from! the!Penn!World!Tables!version!7.1.!Economic!Development! The! natural! log! of! the! real! GDP! per! capita! of! each! nation! in! 1963.! Obtained! from! the! Penn!World!Tables!version!7.1.!!The! model! estimated! in! Table! 4.6! produces! similar! results! to! the! model!estimated!in!Table!4.4.!The!major!difference!is!that!H4.3!is!no!longer!supported,!as!there!is!no!evidence!that!Hofstede’s!(1980)!Individualism!index!drives!future!Economic!Growth.!!The! other! difference! is! that! H4.5! is! now! only! supported! at! the! less! than! 10%!significance! level.! This! result! indicates! that! the! direct! relationship! between!
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Shareholder!Rights!and!Uncertainty!Avoidance!observed!in!Section!4.3.2!may!be!partially!driven!by!the!observations!from!India!and!Singapore.!!The!model!fit!statistics!for!the!outlier!analysis!are!reported!in!Table!4.7:!!
Table(4.7:(Robustness(Test(Model(Fit(Statistics(_(Outliers(
Model!Fit!Indices!!!! 8.117!
df! 11!
p;value! 0.703!
RMSEA! 0.000!
lower!C.I.! 0.000!
upper!C.I.! 0.139!
PCLOSE! 0.760 
SRMR! 0.0796!
CFI! 1.00!
PNFI! 0.373!Table!4.7!presents!the!model!fit!statistics!for!the!model!estimated!in!Table!4.6!!Each!of!the!model!fit!statistics!is!equivalent!to!their!corresponding!value!in!the!original!model.!The!only!difference!worth!discussing! is! that! the! SRMR!value! is!now!below!the!0.08!threshold!recommended!by!Hooper!et!al.!(2008).!!An!important!consideration!when!interpreting!the!results!of!this!outlier!analysis!is! that! the!Hofstede!(1980)!sample!has!a!strong!European!and!American! focus.!The! outliers! are! both! nations! in! Asia,! so! excluding! these! observations! may!reduce!the!generalisability!of!the!sample.!!!!
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4.4.3(OTHER(RELATIONSHIPS(!This! robustness! test! analyses! the! findings! for! H4.1! to! H4.4! by! including!additional! relationships! in! the! model! between! economic! outcomes! and!Hofstede’s!(1980)!cultural!indices.!This!is!done!to!test!whether!the!relationship!between!economic!outcomes!and!each!of!Hofstede’s!(1980)!cultural!variables!is!uniXdirectional.! This! modified! model! is! presented! in! Figure! 4.4! with!unstandardised! regression! estimates,! and! Figure! 4.5! with! standardised!regression!estimates.!Table!4.8!presents!the!statistical!output!of!the!model.!!The!model!estimated! in! this!robustness! test!yields!similar!results! to! the!model!estimated!in!Subsection!4.3.2.!There!are,!however,!two!key!differences.!The!first!is! that! H4.5! is! no! longer! supported,! as! Shareholder! Rights! are! no! longer!significant!in!explaining!the!level!of!Uncertainty!Avoidance!within!a!nation.!This!finding!comes!from!the!inclusion!of!an!insignificant!causal!relationship!between!prior!Economic!Development!and!Uncertainty!Avoidance.!Thus,!the!relationship!between! Shareholder! Rights! and! Uncertainty! Avoidance! is! not! statistically!significant!when!controlling!for!prior!levels!of!Economic!Development.!!!!!!!!
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Figure(4.4:(Unstandardised(Robustness(Test(–(Other(Relationships(
Figure!4.4!presents!the!estimated!structural!equation!model!robustness!test!along!with!the!unstandardised!coefficient!estimates.!This!model!differs!from!the!one!in!Figure!4.2!by!including!additional!relationships!between!economic!outcomes!and!Hofstede’s!cultural!indices.!The!full!output!of!the!model!is!provided!in!Table!4.8.!The!variables!in!the!model!are!defined!as!follows:!Power!Distance! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!Uncertainty!Avoidance! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!Individualism! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!Masculinity! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!Shareholder!Rights! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Enforcement! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Economic!Growth! The!growth!in!real!GDP!per!capita!of!each!nation!from!1974X1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!Economic!Development! The!natural! log!of! the!real!GDP!per!capita!of!each!nation! in!1963.!Obtained!from!the!Penn!World!Tables!version!7.1.!
(
(
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Figure(4.5:(Standardised(Robustness(Test(–(Other(Relationships(
Figure!4.5!presents!the!estimated!structural!equation!model!robustness!test!along!with!the!standardised!coefficient!estimates.!This!model!differs!from!the!one!in!Figure!4.3!by!including!additional!relationships!between!economic!outcomes!and!Hofstede’s!cultural!indices.!The!full!output!of!the!model!is!provided!in!Table!4.8.!The!variables!in!the!model!are!defined!as!follows:!Power!Distance! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!Uncertainty!Avoidance! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!Individualism! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!Masculinity! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!Shareholder!Rights! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Enforcement! an!index!variable!rating!the!strength!of!the!enforcement!mechanisms!of!the!legal!system!in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Economic!Growth! The!growth!in!real!GDP!per!capita!of!each!nation!from!1974X1983.!Obtained!from!the!Penn!World!Tables!version!7.1.!Economic!Development! The!natural! log!of! the!real!GDP!per!capita!of!each!nation! in!1963.!Obtained!from!the!Penn!World!Tables!version!7.1.!!!
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Table(4.8:(Robustness(Test(–(Other(Relationships(
Hypothesis! Relationship! Estimate (Unstandardized) 
Standard 
Error 
Test 
Statistic p-value 
Estimate 
(Standardized) 
H4.1;! Economic Development --> 
Power 
Distance -15.304 3.002 -5.097 *** -0.647 
!! Economic Development --> 
Uncertainty 
Avoidance 10.161 6.986 1.455 0.146 0.366 
!! Economic Development --> Individualism 21.928 3.19 6.874 *** 0.753 
!! Economic Development --> Masculinity -1.572 3.837 -0.41 0.682 -0.068 
!! Power Distance --> 
Economic 
Growth 0.009 0.013 0.693 0.488 0.095 
H4.2;! Uncertainty Avoidance --> 
Economic 
Growth -0.027 0.01 -2.741 0.006 -0.322 
H4.3+! Individualism --> Economic Growth -0.027 0.013 -2.153 0.031 -0.348 
H4.4+! Masculinity --> Economic Growth 0.022 0.01 2.248 0.025 0.222 
H4.5;! Shareholder Rights --> 
Uncertainty 
Avoidance -4.492 2.733 -1.644 0.1 -0.243 
H4.6;! Enforcement --> Uncertainty Avoidance -1.823 0.64 -2.848 0.004 -0.691 
H4.7+! Individualism --> Enforcement 0.086 0.052 1.664 0.096 0.238 
(+)! Enforcement --> Economic Growth 0.224 0.041 5.407 *** 1.026 
!! Economic Development --> 
Shareholder 
Rights -0.524 0.234 -2.236 0.025 -0.349 
(+)! Shareholder Rights --> 
Economic 
Growth -0.341 0.165 -2.072 0.038 -0.223 
(+)! Economic Development --> Enforcement 6.636 1.503 4.414 *** 0.631 
(;)! Economic Development --> 
Economic 
Growth -2.007 0.472 -4.255 *** -0.875 Table! 4.8! presents! the! statistical! output! for! the! robustness! test! of! the! Structural! Equation!Model.! The! robustness! test!includes!additional! relationships!between!economic!outcomes!and!Hofstede’s! (1980)!cultural! indices.!The! first!column!lists!the!hypothesis!that!each!relationship!is!testing.!The!second!column!specifies!each!relationship.!The!table!then!lists!the!coefficient!of!the!unstandardised!estimate!(equivalent!to!a!beta!coefficient),!the!standard!error!of!this!coefficient,!and!the!corresponding!tXstatistic!and!pXvalue!of! this!estimate.!The! final!column!presents! the!coefficient!of! the!standardised!estimate!of!each!relationship.!The!variables!in!the!model!are!defined!as!follows:!Power!Distance! equals!Hofstede’s!(1980)!Power!Distance!index!score!for!each!nation.!!Uncertainty!Avoidance! equals!Hofstede’s!(1980)!Uncertainty!Avoidance!index!score!for!each!nation.!Individualism! equals!Hofstede’s!(1980)!Individualism!index!score!for!each!nation.!Masculinity! equals!Hofstede’s!(1980)!Masculinity!index!score!for!each!nation.!Shareholder!Rights! an!index!variable!rating!the!level!of!shareholder!rights!in!each!nation!between!0!(weak)!and!6!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Enforcement! an! index! variable! rating! the! strength!of! the! enforcement!mechanisms!of! the! legal! system! in!each!nation!between!0!(weak)!and!50!(strong).!Obtained!from!La!Porta!et!al.!(1998).!Economic!Growth! The!growth! in! real!GDP!per! capita!of! each!nation! from!1974X1983.!Obtained! from! the!Penn!World!Tables!version!7.1.!Economic!Development! The! natural! log! of! the! real! GDP! per! capita! of! each! nation! in! 1963.! Obtained! from! the! Penn!World!Tables!version!7.1.!!The! second! key! difference! raises! questions! about! H4.3,! as! past! Economic!Development! is! found! to!play!a!significant!role! in!explaining!Hofstede’s! (1980)!measure! of! Individualism.! The! Standardised! estimates! indicate! that! the!relationship! between!prior! Economic!Development! and! Individualism! is! larger!
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than! the! relationship!between! Individualism!and! future!Economic!Growth.!The!model!suggests!that!higher!levels!of!Economic!Development!lead!to!higher!levels!of!Individualism!within!a!nation,!which!in!turn,!lead!to!lower!levels!of!Economic!Growth! in! that! nation.! Applying! Brewer! and! Venaik’s! (2011)! interpretation! to!Hofstede’s!(1980)!Individualism!index,! the!model!suggests!that!higher! levels!of!Economic!Development!lead!to!a!higher!level!of!SelfXOrientation!within!a!nation,!and!simultaneously,! a! lower! level!of!WorkXOrientation.!This,! in! turn,! leads! to!a!reduction!in!the!nation’s!Economic!Growth!rate.!!!This! robustness! test! finds! no! evidence! to! indicate! that! prior! Economic!Development! explains! Uncertainty! Avoidance! or! Masculinity.! This! consistent!with!H4.2!and!H4.4,!as!there!is!no!evidence!that!Grand!Transition!Theory!applies!to! either! cultural! variable.! The! model! also! supports! the! direction! of! H4.1,! as!Power!Distance!does!not!explain!future!Economic!Growth!rates!in!nations.!This!suggests! that! the! Primacy! of! Institutions! Theory! does! not! apply! to! Hofstede’s!(1980)!Power!Distance!index.!!Table! 4.9! reports! the! model! fit! statistics,! based! on! the! recommendations! of!Hooper!et!al.!(2008).!!!!!!!
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Table(4.9:(Robustness(Test(Model(Fit(Statistics(–(Other(Relationships(
Model!Fit!Indices!!!! 4.995!
df! 8!
p;value! 0.758!
RMSEA! 0.000!
lower!C.I.! 0.000!
upper!C.I.! 0.137!
PCLOSE! 0.802 
SRMR! 0.059!
CFI! 1.00!
PNFI! 0.277!Table!4.9!presents!the!model!fit!statistics!for!the!model!estimated!in!Table!4.8!!The! model! fit! statistics! are! similar! to! those! from! Subsection! 4.3.2.! The! major!difference! is! that! this!model! reports! a!much! lower! SRMR! (0.059! compared! to!0.0828).! However,! this! comes! at! the! cost! of! a! reduced! PNFI! score! (0.277!compared! to!0.373).!These! results! indicate! that!while! the!model! appears! to! fit!the!underlying! covariance!matrix!better! than! the!original!model,! this! comes!at!the!cost!of!a!less!parsimonious!model.!The!model,!nevertheless,!fits!the!data!well,!and!so!interpretations!drawn!from!the!model!are!valid.!!
4.4.3(CONCLUSION(!This!section!examined!the!robustness!of!the!model!developed!and!estimated!by!this! chapter.! The! robustness! of! the! model! was! tested! in! two! ways.! The! first,!tested!in!Subsection!4.4.2,!examined!the!influence!of!outliers!on!the!model.!India!and!Singapore!were!both! found!to!be!outliers,!and!the!model!was!reXestimated!without! either! observation.! It! was! found! that! the! relationship! between!
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Individualism! and! future! Economic! Growth! is! sensitive! to! these! two!observations.!!The! second! test! analysed! the! relationships! hypothesised! in! H4.1! to! H4.4! by!simultaneously! testing! for! relationships! in! the! opposite! direction.! The! analysis!found! evidence! that! prior! economic! growth! drives! Hofstede’s! (1980)!Individualism! index.! Furthermore,! the! evidence! of! a! relationship! between!Shareholder!Rights!and!Uncertainty!Avoidance!is!found!to!be!insignificant!when!controlling!for!past!Economic!Development.!!
4.5(CONCLUSION(!
4.5.1(OVERVIEW(AND(DISCUSSION(!This! chapter!built! on! the!analysis!undertaken! in!Chapter!3!by!using!Structural!Equation!Modelling!to!identify!potential!causal!relationships!between!Hofstede’s!(1980)! cultural! indices! and! economic! outcomes.! This! chapter! was! thus!motivated!by!the!same!research!question!used!in!Chapter!3:! ‘to!what!extent!do!Hofstede’s! (1980)! cultural! indices! explain! differences! in! economic! growth! and!development!across!nations?’!!After! introducing! Structural! Equation! Modelling! to! this! thesis,! this! chapter!reviewed! the!analysis! in!Chapter!3! to!develop!seven!hypotheses.!The! first! four!hypotheses! predicted! that! Hofstede’s! (1980)! Individualism,! Masculinity,! and!Uncertainty! Avoidance! indices! all! drive! future! Economic! Growth,!while! higher!
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levels!of!Economic!Development!was!hypothesised!to!explain!cultural!values!of!Power! Distance.! Three! further! hypotheses! account! for! relationships! between!Hofstede’s! cultural! indices! and! La! Porta! et! al.’s! (1998)! legal! variables.! Higher!levels! of! Individualism! were! expected! to! lead! to! higher! levels! of! legal!Enforcement!within!each!nation,!while!higher! levels!of!Shareholder!Rights!and!legal! Enforcement! were! both! expected! to! decrease! the! cultural! value! of!Uncertainty!Avoidance.!!!Section! 4.3! presented! the! estimated! results! of! the! Structural! Equation! Model.!Five! of! the! seven! hypotheses!were! supported! at! the! less! than! 5%! significance!level,!with! three!of! these! finding! support!at! the! less! than!1%! level.! Section!4.4!tested!the!robustness!of!these!results!by!subjecting!the!model!to!two!sensitivity!tests.! The! first! test! excluded! outliers,! while! the! second! included! additional!relationships! in! the! model! to! ensure! that! the! hypothesised! causal! directions!were!appropriate.!Only!four!of!the!seven!hypotheses!were!supported!at!the!less!than!5%!level! in!each!model,!and!two!of! these!were!supported!at! the! less!than!1%!level.!!This! chapter! found! strong! evidence! to! suggest! that! higher! levels! of! Economic!Development!lead!to!lower!levels!of!Power!Distance!within!nations.!This!finding!was! supported! at! the! less! than! 1%! significance! level! in! every! model,! and! is!consistent!with!the!univariate!analysis!undertaken!in!Chapter!3.!Lower!levels!of!Uncertainty! Avoidance! were! also! found! to! lead! to! higher! levels! of! Economic!Growth.!This!result!is!also!consistent!with!the!findings!of!Chapter!3.!!!
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Two! of! the! models! estimated! in! this! chapter! found! evidence! of! a! negative!relationship! between! Hofstede’s! (1980)! Individualism! index! and! future!Economic! Growth.! This! finding,!while! not! hypothesised,! is! consistent!with! the!findings!of!Chapter!3.!Chapter!3!explained!this!finding!using!Brewer!and!Venaik’s!(2001)! interpretation! of! Hofstede’s! index! as! being! a! measure! of! Self/Work!Orientation.!Using!this!interpretation,!the!model!finds!that!higher!levels!of!Work!Orientation! are! associated! with! higher! levels! of! future! Economic! Growth.! The!sensitivity!analysis,!however,!found!strong!evidence!that!this!cultural!measure!is!driven!by!prior!levels!of!Economic!Development.!This!is!interpreted!as!Economic!Development! creating! higher! levels! of! SelfXOrientation! in! nations,! which! is!associated! with! lower! levels! of! Work! Orientation,! and! therefore! a! decline! in!future!Economic!Growth.!!!Unlike! Chapter! 3,! this! chapter! found! evidence! that! higher! levels! of! Hofstede’s!(1980)!Masculinity!index!lead!to!higher!levels!of!Economic!Growth.!This!finding!is! supported! at! the! less! than! 5%! significance! level! in! each! of! the! Structural!Equation! Models,! and! supports! the! view! of! Johnson! and! Lenartowicz! (1998),!who!predicted!a!positive!relationship!between!the!two!variables!but!were!unable!to!find!statistical!support!for!their!prediction.!!Finally,! this! chapter! found! that! higher! levels! of! Enforcement! in! a! legal! system!lead! to! lower! cultural! levels! of! Uncertainty! Avoidance.! Since! Uncertainty!Avoidance! was! found! to! be! a! key! driver! of! economic! growth,! these! findings!suggest! that! improving! the! enforcement!mechanism! in! the! legal! system! is! one!way! to!bring!about!economic!growth,!as! it! creates!a!greater! tolerance! towards!
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risks! in! the! business! environment.! Only! limited! evidence! could! be! found! to!support! the! hypotheses! that! higher! Shareholder!Rights! leads! to! a! reduction! in!Uncertainty! Avoidance,! or! that! higher! Individualism! leads! to! a! higher! level! of!Enforcement!within!the!legal!system.!!!
4.5.2(LIMITATIONS(AND(FUTURE(RESEARCH(!A!major! limitation!of!this!chapter! is!that! it!does!not!test! for!causality.! It!simply!analyses! the! relationships! between! variables.! Although! the! analysis! of! these!relationships! finds! evidence! suggesting! causal! directions,! no! testing! was!undertaken! to! determine!whether! the! apparent! causal! relationships! are! actual!causal! relationships.! This! task! is! left! to! other! researchers,! who! can! employ!techniques! such! as! instrumental! variable! analysis! to! further! investigate! these!relationships.!!The! results! of! this! chapter! open! up! new! avenues! of! research! by! suggesting! a!more! complex! relationship! between! formal! and! informal! institutions.! There! is!evidence! to! suggest! that! some! informal! institutions! drive! formal! institutions,!which! then,! in! turn,! influence! other! informal! institutions.! The! task! of! further!examining!these!relationships!is!also!left!to!other!researchers.!!One!of!the!key!findings!of!this!chapter,!which!is!consistent!the!findings!of!Franke!et! al.! (1991),! is! that! Hofstede’s! Individualism! Index! appears! to! be! negatively!correlated! with! future! economic! growth.! This! finding! is! contrary! to! what! is!expected!by!economic!theory.!Further!research!is!therefore!needed!to!determine!
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what! Hofstede’s! (1980)! Individualism! index! actually! measures.! Brewer! and!Venaik! (2011)! provide! a! building! block! for! this! research! by! proposing! an!alternative!interpretation!of!Hofstede’s! index!as!Work/Self!Orientation.!Further!empirical!research!is!needed!to!evaluate!the!validity!of!this!interpretation.!! !
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CHAPTER(5:(INTERPRETING(THE(GLOBE(STUDY(
!
5.1(INTRODUCTION,(MOTIVATION(AND(STRUCTURE(!This! chapter!begins! the!analysis!of!House!et! al.’s! (2004)!Global)Leadership)and)
Organizational) Behavior) Effectiveness) (GLOBE)) Study.! The! GLOBE! study! was!perceived! by! many! as! a! large! scale! update! of! Hofstede’s! (1980)! Culture’s)
Consequences.!However,! following! the!release!of! the!GLOBE!study,!a!discussion!has!taken!place! in!the! literature!seeking!to!determine!how!the!study!should!be!properly!understood.!This!discussion!is!motivated,!in!part,!by!two!observations!in! the!GLOBE! study.! The! first! is! that! despite!House! (2004,! pxxv)! claiming! that!GLOBE! sought! to! “replicate”!Hofstede’s! study,! there! is! no! obvious! relationship!between! the! Hofstede! and! the! GLOBE! indices.! The! second! is! that! most! of! the!GLOBE! ‘practices’! indices! have! a! negative! correlation! to! their! corresponding!‘values’!indices.!!This!chapter!is!motivated!by!this!discussion!in!the!literature,!and!specifically,!by!the! title! of! Hofstede’s! (2006)! critique:! “What! did! GLOBE! really! measure?”! By!reviewing!the!discussion!in!the!literature,!and!the!GLOBE!study’s!conception!of!culture,! this! chapter! proposes! a! new! interpretation! of! the! GLOBE! ‘practices’!indices!as!not!being!just!a!measure!of!culture,!but!rather!the!entire!institutional!environment.!The!GLOBE!‘values’!indices!are!also!analysed,!but!further!research!is!needed!to!determine!what!they!are!really!measuring.!!
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This!chapter!proceeds!as!follows:!Section!5.2!introduces!the!GLOBE!study!to!this!thesis,! and! reviews! the! literature’s! reception!of! the! study.! Section!5.3! analyses!the!GLOBE!study’s!definition!of!culture,!and!concludes!that!it!is!inconsistent!with!the! understanding! of! culture! adopted! not! only! by! this! thesis,! but! also! the!literature.! This! leads! to! a! new! interpretation! of! the! GLOBE! ‘practices’! indices.!Section!5.4!concludes!this!chapter.!!
5.2(THE(GLOBE(STUDY(!
5.2.1(INTRODUCTION(!This!section!introduces!the!GLOBE!study!to!this!thesis,!and!reviews!the!study’s!reception!by!the!literature.!The!GLOBE!study!is!often!seen!as!a!rival!to!Hofstede’s!(1980;! 2001)! study! of! crossXnational! cultural! differences,! hence! numerous!papers!compare!aspects!of!both!studies,!and!propose!reasons!for!why!the!studies!produce!different!findings.!!This!section!proceeds!as!follows:!Subsection!5.2.2!introduces!the!GLOBE!study!to!this! thesis.! Subsection! 5.2.3! reviews! the! GLOBE! study’s! reception! in! the!literature.! Subsection! 5.2.4! highlights! recent! concerns! that! the!GLOBE! study! is!being! incorrectly!applied! in!crossXcultural!research!due!to!an!ecological! fallacy,!and!ensures! that! this! thesis!does!not!make! the! same!mistake.! Subsection!5.2.5!concludes!this!section.!!!
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5.2.2(THE(GLOBE(STUDY(!The! Global) Leadership) and) Organizational) Behavior) Effectiveness! (GLOBE)!research!project!is!the!result!of!the!work!of!170!scholars!who!collected!data!from!17!300!middle!managers!working!in!951!organisations!across!62!cultural!areas.!The! project!was! conceived! by! Robert! House! in! 1991,! officially! began! in! 1994,!with! the! surveys! undertaken! between! 1995X1997.! The! project! focuses! on! the!relationship!between!societal!cultures!and!leadership.!Nine!cultural!dimensions!are! identified,! each! with! a! strong! theoretical! foundation! in! the! literature.! Six!dimensions! (Assertiveness,! Institutional! Collectivism,! InXgroup! Collectivism,!Gender! Egalitarianism,! Power! Distance! and! Uncertainty! Avoidance)! are!developed! out! of! Hofstede’s! (1980)! study,! and! the! other! three! dimensions!(Performance! Orientation,! Future! Orientation! and! Humane! Orientation)! find!their!theoretical!backing!in!the!work!of!other!cultural!researchers.!Each!of!these!nine! dimensions! are! measured! in! two! ways;! the! first! being! “practices”! which!reflects!“the!way!things!are!done!in!this!culture,”!and!the!second!being!“values”!which!reflect!judgments!about!“the!way!things!should!be!done”!(Triandis!2004,!pxv).!The!GLOBE!study!thus!develops!18!indices!that!explain!cultural!variations!around!the!world.!!There!are!three!published!waves!of!the!GLOBE!study.!This!chapter!focuses!on!the!second,!released!in!2004,!as!this!wave!reports!the!cultural!indices!for!61!of!the!62! nations! covered! by! the! study.! The! third! wave! (Chhokar! et! al.! 2012),! only!reports! cultural! measures! for! 25! of! the! 62! nations.! These! measures! are!accompanied!by!an!inXdepth!analysis!of!each!of!the!25!nations!selected.!For!the!
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remainder!of!this!thesis,!references!to!the!GLOBE!study!refer!to!the!second!wave!of!the!study!(House!et!al.!2004),!unless!stated!otherwise.!!
5.2.3(RECEPTION(BY(THE(LITERATURE(!The!release!of!the!second!wave!of!the!GLOBE!study!was!met!with!interest!by!a!large!number!of!academics!and!practitioners,!who!saw!the!GLOBE!study!as!being!either!a!rival!or!an!update!to!Hofstede’s!(1980,!2001)!study!of!national!cultures.!This!led!to!a!number!of!papers!comparing!aspects!of!the!two!studies,!for!example!Shi!and!Wang!(2011)!compare!of!the!sample!selection!and!methodology!of!both,!while! Venaik! and! Brewer! (2010)! and! Brewer! and! Venaik! (2011)! compare!specific! cultural! indices.!Most! of! the! discussion,! however,! is!motivated! by! two!observations!made!within!the!GLOBE!study.!The!first!is!that!there!is!no!obvious!relationship!between!the!Hofstede!and!the!GLOBE!indices,!despite!House!(2004a,!xxv)! claiming! that!GLOBE!sought! to! “replicate”!Hofstede’s! study.!The!second! is!that!most! of! the! GLOBE!measures! of! ‘practices’! have! a! negative! correlation! to!their!corresponding!measure!of!‘values.’!!A!debate!between!Hofstede!(2006;!2010)!and!the!GLOBE!authors!(Javidan!et!al.!2006)!was! introduced! to! the! literature! by! Leung! (2006).! Hofstede! (2006)! had!the! first!word!with! a! critique! of! the! GLOBE! study! culminating! in! the! question!“what! does!GLOBE! really!measure?”! In! his! paper! he! compared! the! similarities!and! differences! of! the! GLOBE! study! to! his! own! seminal! work! on! culture!(Hofstede!1980;!2001).!Hofstede!highlighted!a!number!of!concerns!he!had!about!the!GLOBE!study,!which!were!responded!to!by!Javidan!et!al.!(2006).!However,!in!
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his!follow!up!paper,!Hofstede!(2010,!p1340)!states!that!GLOBE!authors!did!not!“address! the! question! in! the! title! of! my! review:! “What! did! GLOBE! really!measure?””!!!Hofstede! (2006,! p885)! believes! that! “the! questionnaire! items! [used! by! the!GLOBE! study]!may! not! have! captured!what! the! researchers! supposed! them! to!measure.”!His! concern! stems! from!his!belief! that! answering! the!GLOBE! survey!questions!requires!a!“high!level!of!abstraction,!rather!far!from!the!respondents’!daily!concerns”!(Hofstede!2006,!p885).! In!his!contribution!to!the!debate,!Smith!(2006,!p916)!observes! that! the!GLOBE!survey!questions! focus!on!respondents’!“perception!of!their!organizational!and!national!contexts”!instead!of!individuals!“self! reported! values! or! other! attributes.”!He! argues! that! the! GLOBE! approach!therefore! has! “no! necessary! logical! linkage! with! the! prior!measures! of! values!used”! such! as! those! created! by! Schwartz! (2004)! or! Inglehart! (1997)! (Smith!2006,!p917).!Hofstede!(2010,!p1344)!agrees,!arguing!“the!difference!between!my!dimensions!and!GLOBE’s!is!based!precisely!on!the!fact!that!GLOBE!does!not!use!selfXreports,!whereas!I!do.”!!Hofstede!also!criticises!the!division!of!culture!by!the!GLOBE!study!into!‘practices’!and! ‘values’.! He! argues! that! the! GLOBE! understanding! and! measurement! of!‘practices’!and! ‘values’!are!different! from!what!he!used! in!his!studies.!Hofstede!(2006,!p886)!further!proposes!that!in!answering!the!survey!items!that!make!up!the! two!measures,! people! “tended! to! criticize! their! society! from!an! ideological!point!of!view.”!This,!he!argues,!explains!the!negative!correlation!between!seven!
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of! the! nine! corresponding! measures! for! practices! and! values,! as! respondents!were!describing!their!societies’!practices!in!light!of!their!individual!values.!!Maseland! and! van! Hoorn! (2009)! propose! that! the! GLOBE! indices! capture! the!marginal! preferences! of! individuals,! and! therefore! the! negative! correlation!between! ‘practices’! and! ‘values’! can! be! explained! by! marginal! utility! theory.!Brewer! and! Venaik! (2010)! disagree,! arguing! that! Maseland! and! van! Hoorn’s!(2009)! analysis! is! faulty,! as! their! interpretation! depends! on! only! two! of! the!survey!questions!used!in!the!GLOBE!project,!which!are!not!generalizable!across!the! entire! study.!Maseland! and! van!Hoorn! (2010)! respond! by! stating! that! the!phrasing! of! the! survey! questions! is! not! as! important! as! Brewer! and! Venaik!believe! it! to! be.! Maseland! and! van! Hoorn! (2010,! p1326)! continue! that! their!initial! argument! was! conceptual,! as! “when! being! asked! to! state! their! values,!people!are!likely!to!state!their!marginal!preferences.”!Taras!et!al.!(2010)!evaluate!each! of! the! arguments! made! by! Maseland! and! van! Hoorn! (2009;! 2010),! and!Brewer!and!Venaik!(2010),!and!develop!alternative!explanations!for!the!negative!correlations! between! GLOBE’s! practices! and! values.! Hofstede! (2010,! p1343),!however,! dismisses! this! discussion! as! being! “largely! trivial”! until! it! is! known!what! GLOBE! really!measures.! Hofstede! (2010,! p1344)! insists! that!while! there!have! been! numerous! papers!written! as! a! result! of! his! original! criticism! of! the!GLOBE! study! “all! contributions! to! the! debate! so! far! have! avoided! the! most!important! question! of! all:! what! are! GLOBE’s! “as! is”! and! “as! should! be”!dimensions!good!for?”!!!
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Venaik! and! Brewer! (2010)! and! Brewer! and! Venaik! (2011)! attempt! to! answer!Hofstede’s! question! by! comparing! Hofstede’s! (1980,! 2001)! Uncertainty!Avoidance! Index! and! IndividualismXCollectivism! dimensions! to! their!corresponding! dimensions! in! GLOBE.! In! both! studies! they! argue! that! the!Hofstede!and!GLOBE!indices!measure!different!parts!of!the!same!dimension,!and!conclude!that!researchers!should!use!the!index!that!best!captures!what!they!are!trying!to!measure.!De!Mooij!(2013)!reaches!a!similar!conclusion,!attributing!the!differences! between! Hofstede! and! GLOBE! to! the! different! conceptual!backgrounds! of! each! study.! Whereas! Hofstede! wanted! to! “understand!differences! in! work! motivations! of! all! levels! of! employees,! caused! by! the!nationality!of! the!employees,”!project!GLOBE!sought! to! “find!out! if! charismatic!leader!behavior! is!universally!acceptable!and!effective”! (de!Mooij!2013,!p256).!De!Mooij!(2013)!shows!that!this!led!to!different!sample!selections!and!question!design.!By!highlighting!these!important!differences,!de!Mooij!(2013)!hopes!that!researchers!will!be!better!able!to!select!the!cultural!model!that!fits!their!needs.!!
5.2.4(ECOLOGICAL(FALLACY(!Brewer! and! Venaik! (2012,! p673)! identify! what! they! call! an! “ongoing!misapplication! of! the! Hofstede! and! GLOBE! national! culture! dimensions! at! the!individual!level!of!analysis.”!Venaik!and!Brewer!(2013)!and!McSweeney!(2013)!have!also!commented!on!this!misapplication,!caused!by!what!has!become!known!as!an!‘ecological!fallacy’.!Brewer!and!Venaik!(2012)!use!this!fallacy!to!argue!that!neither!cultural!model!should!be!used!at!the!individual!or!organisational!level!of!research.!
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!De!Mooij!(2013)!replied!to!Venaik!and!Brewer!(2012)!by!arguing!that!while!the!essence! of! what! they! argue! is! correct,! they! are! wrong! in! claiming! that!discussions! of! individuals! and! groups! of! people! should! be! isolated! from! the!discussion! of! culture.! While! conceding! that! there! are! numerous! cases! where!Hofstede’s! and! GLOBE’s! cultural! dimensions! have! been! misapplied! for! this!reason,!she!points!out!that!it!is!important!to!recognise!that!national!culture!still!carries! useful! information! at! the! individual! level.! The! problem! is! that! some!researchers!have!not!allowed!for!individuality!inside!each!cultural!group.!!As!part!of!their!response!to!De!Mooij!(2013),!Venaik!and!Brewer!(2013)!provide!a!more! detailed! explanation! of! how! the! ecological! fallacy! arises.! Hofstede! and!GLOBE! measure! national! culture! by! first! averaging! the! survey! responses! of!individuals! across! nations,! and! then! undertaking! a! factor! analysis! of! these!averages.!Venaik! and!Brewer! (2013)! argue! that!while! the! factor! analysis! gives!useful!results!when!comparing!nations,!it!does!not!necessarily!follow!that!these!groupings! apply! to! individuals.! The! authors! then! provide! empirical! results!contained! in! both! cultural! studies! to! demonstrate! that! the! cultural! measures!from!each!study!cannot!be!reconciled!to!the!individual!level!of!analysis.!!Brewer!and!Venaik!(2012)! identify! two!ways! in!which!Hofstede’s!and!GLOBE’s!cultural! dimensions! can!be!properly! analysed.! The! first! is! to! focus! on!national!phenomena,! such!as!GNP!Per!Capita,! and! the! second! is! to! incorporate! it! into!a!multilevel! analysis.! This! thesis! examines! the! relationship! between! culture! and!national! economic! indicators,! primary! GDP! per! capita,! and! hence! does! not!
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commit! an! ecological! fallacy8.! Thus! this! thesis! uses! the!Hofstede! (1980,! 2001)!and!GLOBE!(House!et!al.!2004)!cultural!dimensions!in!the!way!recommended!by!Brewer!and!Venaik!(2012).!!In!Subsection!5.3.4!this!chapter!will!analyse!how!individuals!interpret!the!survey!questions!used!to!construct!the!GLOBE!indices.!This!is!not!an!ecological!fallacy,!as!the!focus!is!on!interpreting!the!national!average!for!each!question!instead!of!applying!the!cultural!indices!to!individuals.!!
5.2.5(CONCLUSION(!This! section! introduced! the! GLOBE! study! to! this! thesis,! and! reviewed! its!reception! in! the! literature.! The! review! focused! on! the! literature’s! inability! to!reconcile!the!findings!of!the!GLOBE!study!with!Hofstede’s!(1980,!2001)!studies.!Venaik! and! Brewer! (2010),! and! Brewer! and! Venaik! (2011),! argue! that! the!studies!measures!different!aspects!of!each!cultural!index,!while!De!Mooij!(2013)!argues!that!both!studies!operate! in!a!different!conceptual! framework.!Hofstede!(2006),! however,! believes! that! the! GLOBE! study! has! a! fundamental! problem!caused!by!the!actual!survey!questions!used.!This!led!Hofstede!to!ask:!“What!did!GLOBE!really!measure?”!Section!5.3!answers! this!question!by!proposing!a!new!interpretation!for!the!GLOBE!‘practices’!indices.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!8!The!exception!is!Chapter!8,!which!analyses!the!relationship!between!GDP!Per!Capita!and!individual’s!values,!attitudes,!and!beliefs!through!a!multilevel!analysis.!Thus,!while!Chapter!8!follows!a!methodology!similar!to!Hofstede!(1980)!to!develop!control!variables!measuring!national!informal!institutions,!it!does!not!commit!an!ecological!fallacy.!!
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5.3(GLOBE(AND(INSTITUTIONS(!
5.3.1(INTRODUCTION(!This! section! has! two! objectives.! The! first,! achieved! in! Subsection! 5.3.2,! is! to!present! the! GLOBE! study’s! conceptualisation! of! culture.! The! second! is! to!demonstrate!that!GLOBE’s!understanding!of!culture!is!different!to!how!culture!is!generally!understood! in!the! literature,!as! the!GLOBE!definition!extends!beyond!informal!institutions.!This!objective!is!achieved!in!Subsection!5.3.3!by!analysing!how! literature! understands! culture,! and! Subsection! 5.3.4! by! focusing! on! the!questionnaire!items!used!to!construct!the!GLOBE!indices.!!
5.3.2(CULTURE(IN(THE(GLOBE(STUDY((!The!GLOBE!study!defines!culture!as:!! “shared! motives,! values,! beliefs,! identities! and! interpretations! or!meanings!of!significant!events!that!result!from!common!experiences!of!members! of! collectives! that! are! transmitted! across! generations.”!(House!2004,!p15).!!In!the!forward!to!the!GLOBE!study,!Triandis!(2004)!argues!that!this!definition!is!consistent!with! the!one!proposed!by!Robert!Redfield.!Redfield’s!understanding!of!culture!is!as!follows:!!
! ! Page!144!
!
“In! speaking! of! “culture”! we! have! reference! to! the! conventional!understandings,! manifest! in! act! and! artefact,! that! characterize!societies.! The! “understandings”! are! the! meanings! attached! to! acts!and!objects.!The!meanings!are!conventional,!and! therefore!cultural,!in!so!far!as!they!have!become!typical!for!the!members!of!that!society!by!reason!of! intercommunication!among!the!members.!A!culture! is,!then,! an!abstraction:! it! is! the! type! toward!which! the!meanings! that!the!same!act!or!object!has! for! the!different!members!of! the!society!tend! to! conform.! The!meanings! are! expressed! in! action! and! in! the!results!of!action,!from!which!we!infer!them;!so!we!may!well!identify!“culture”!with!the!extent!to!which!the!conventionalized!behaviour!of!members!of! the!society! is! for!all! the!same.!Still!more!concretely!we!speak! of! culture,! as! did! Tylor,! as! knowledge,! belief,! art,! law! and!custom.”!(Redfield!1961,!p132)!!Focusing! on! the! first! sentence! of! Redfield’s! definition,! the! GLOBE! project!identifies! two! key! parts! of! culture:! (i)! acts,! or! practices,! which! are! “the! way!things!are!done”;!and!(ii)!artefacts,!or!values,!which!are!“the!way!things!should!be!done”!(Triandis!2004,!pxv).!!In!their!response!to!Hofstede’s!(2006)!critique,!the!GLOBE!authors!add!another!layer! to! their!understanding!of! culture.!They!point! out! that! the!GLOBE!project!“took!a!holistic!view!of!culture!as!more!than!just!a!set!of!values,!consisting!rather!of!both!values!and!actual!ways!in!which!members!of!a!culture!go!about!dealing!with! their! collective! challenges”! (Javidan! et! al.! 2006,! p899).! The! authors!
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continue! that! they! are! “sympathetic”! to! the! view! of! culture! “proposed! by!Herskovitz!(1948),!who!defined!it!as!the!‘manXmade!part!of!the!environment.’”!
(
5.3.3(CULTURE,(VALUES(AND(SOCIAL(NORMS((!Subsection!2.3.2!outlined!Hofstede’s!(1980,!2001)!definition!of!culture!based!on!shared!values.!It!was!noted!that!this!understanding!of!culture!is!consistent!with!other!definition!in!the!literature,!such!Kluckhohn’s:!! “Culture!consists!in!patterned!ways!of!thinking,!feeling!and!reacting,!acquired! and! transmitted! mainly! by! symbols,! constituting! the!distinctive! achievements! of! human! groups,! including! their!embodiment! in! artefacts,! the! essential! core! of! culture! consists! of!traditional!(i.e.!historically!derived!and!selected)!ideas!and!especially!their!attached!values.”!(Kluckhohn!1951,!p86)!!Hofstede! (2001,! p10)! believes! that! “systems! of! values! are! a! core! element! of!culture,”!where! values! are! “a!broad! tendency! to!prefer! certain! states! of! affairs!over! others”! (Hofstede! 2001,! p5)9.! He! argues! that! culture! can! be! observed! in!symbols,!rituals,!heroes!and!behaviours,!as!this!is!where!invisible!values!become!evident.!However,!Hofstede!(2001,!p10)!stresses!that!while!these!manifestations!of! culture! are! “visible! to! an! outside! observer,!…! their! cultural!meanings!…! are!invisible!and!lie!precisely!and!only!in!the!way!these!practices!are!interpreted!by!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!9!Hofstede’s!understanding!of!values!is!similar!to!Rockeach’s!(1976,!p124)!definition!of!values!as!a!“person’s!beliefs!about!idea!modes!of!conduct!and!ideal!terminal!goals”!
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insiders.”! It! is! for! this! reason! that! Hofstede! believes! culture! can! only! be!adequately! measured! by! selfXreporting! surveys.! Hofstede’s! understanding! of!culture!is!widely!accepted!throughout!the!literature,!and!thus!“selfXreports!have!emerged!as!the!dominant!method!for!crossXcultural!comparisons”!(Fischer!2006,!p1419).!!It! is! clear,! however,! that! project! GLOBE’s! understanding! of! culture! extends!beyond!Hofstede’s,!as!its!authors!explicitly!state!that!culture!“is!more!than!just!a!set! of! values”! (Javidan! et! al.! 2006,! p899).! What! the! GLOBE! authors! do! not!explicitly! stated,! is! the! existence! of! an! alternative! view! of! culture! tied! to! the!conception! of! social! norms.! Kallgren! et! al.! (2000,! p1002),! acknowledging!Schaffer’s!(1983)!observation!that!the!literature!has!more!than!one!definition!for!‘norms,’! use! norms! to! refer! to! “(a)! what! is! commonly! done! or! (b)! what! is!commonly! approved! and! disapproved.”! In! an! earlier! study! the! same! authors!identify!two!types!of!norms!that!influence!behaviour:!‘descriptive!norms,’!which!outline! what! is! actually! happening! in! society;! and! ‘injunctive! norms,’! which!outline! what! people! believe! ought! to! be! happening! in! society! (Cialdini! et! al.!1990).!The!GLOBE!project!fits!into!this!cultural!perspective,!as!GLOBE!‘practices’!measure! the!descriptive!norms,!and! the!GLOBE! ‘values’!measure! the! injunctive!norms! of! each! society.! Of! these! two! norms,! the! descriptive! norms! are! more!commonly! used! by! the! literature! as! a!measure! of! culture,! and! are! seen! as! an!informal!institution!(e.g.!Fischer!2006;!Stephan!and!Uhlaner!2010).!!Cialdini!et!al.!(1990!p1015)!argue!that!descriptive!norms!motivate!behaviour!“by!providing! evidence! as! to! what! will! likely! be! effective! and! adaptive! action:! “If!
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everyone! else! is! doing! it,! it!must! be! a! sensible! thing! to! do.””! Shteynberg! et! al.!(2009,! p47)! agree,! as! “people’s! cognitive! and! behavioural! reactions! are! partly!shaped!by! cognitions!about! the!beliefs! and!behaviours!of!others! in! their! social!groups.”! These! norms! are! measured! by! asking! “individuals! to! report! on! the!average! characteristics!within! their! group,! for! example,! the! behaviour! of!most!people! within! their! culture,! what! most! people! like! or! value! or! think”! (Fisher!2006,!p1419).!This!is!due!to!behaviour!being!motivated!not!just!by!the!actions!of!others,!but!also!by!the!perception!of!those!actions!by!others!in!the!social!group.!!!While! social! norms! may! be! an! important! driver! of! individual! behaviours! or!actions,!there!are!other!factors!influencing!behaviour.!For!example,!North!(1994)!observes!that!human!actions!are!constrained!not!just!by!informal!institutions!but!also! formal! institutions! and! the! enforcement! characteristics! of! both10.! Thus,! if!descriptive! norms! are! informal! institutions,! they!must! be! distinct! from! formal!institutions.!It!is!questionable!whether!the!authors!of!the!GLOBE!study!made!this!distinction,!as! they!are! “sympathetic”! to!Herskovitz’s! (1948)!view!of!culture!as!the!“manXmade!part!of! the!environment”! (Javidan!et!al.!2006,!p899).!The!manXmade! part! of! the! environment! includes,! among! other! things,! both! formal! and!informal! institutions,! and! therefore! it! appears! that! the! GLOBE! practices! index!measures!the!average!behaviours!in!each!society!as!determined!by!both!formal!and!informal!institutions.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!10!North!(2005)!views!‘norms’!as!informal!institutions.!
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5.3.4(REINTERPRETING(THE(GLOBE(INDICES(!The! discussion! in! Subsection! 5.3.3! concluded! that! the! GLOBE! study! includes!formal!and!informal!institutions!in!its!understanding!of!culture.!This!subsection!examines! project! GLOBE’s! ‘practices’! and! ‘values’! indices! in! an! attempt! to!determine!what!each!really!measures.!!The!GLOBE! study!measures! both! ‘practices’! and! ‘values’! to! avoid!making! “two!important!but!untested!assumptions”!(Javidan!et!al.!2006,!p889).!The!first!is!the!‘ecological! values’! assumption 11 ,! which! assumes! that! “calculating! the!respondents’!individual!values!is!a!sufficient!measure!of!the!collective’s!culture”!(Javidan!et!al.!2006,!p889).!The!second!is!the!‘onion’!assumption,!which!assumes!that! “the! linkage! between! values! and! specific! behaviors! of! actors! can! be!generalized! to! the! relationship! between! values! and! general! behaviors! of! all!members!of!the!culture”!(Javidan!et!al.!2006,!p889).!!The! GLOBE! project! explores! the! ecological! value! assumption! by! asking!respondents! to!evaluate! their! societies! instead!of! themselves.!This!approach! is!the! basis! of! Hofstede’s! (2006,! 2010)! major! criticism,! that! the! GLOBE! survey!questions! are! not! selfXreporting.! De!Mooij! (2013)! picks! up! on! this! and! argues!that!the!different!approaches!between!the!Hofstede!and!GLOBE!studies!can!lead!to! different! results.! This! is! not! surprising,! as! Subsection! 5.3.3! identified! that!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!11!The!ecological!values!assumption!is!different!to!the!ecological!fallacy!highlighted!by!Brewer!and!Venaik!(2012).!
! ! Page!149!
!
Hofstede’s! (1980)! study! focuses! on! values,! while! the! GLOBE! study! focuses! on!norms.!!The! survey! questions! used! to! construct! the! GLOBE! ‘practices’! dimensions! ask!individuals! in! each! society! to!make! judgements! on! others! in! society.! De!Mooij!(2013)!argues,!using!the!work!of!Minkov!(2011),!that!answers!to!these!questions!“produce!meaningful!results!only!when!the!discussed!issues!are!very!simple”!(de!Mooij! 2013,! p257).! This! is! because! by! asking! people! to! judge! others! in! their!society,! surveyors! are! actually! measuring! two! variables:! “the! individual’s!personal!values,!reflected!in!their!opinion,!and!the!society!or!group!referred!to.!When! the! reference! group! is! simple! and! nearby! …! respondents! will! have! no!problem!with! such! questions,! but! when! referring! to! an! abstract! phenomenon!like!society,!problems!may!arise”!(de!Mooij!2013,!p258).!!De! Mooij! (2013)! continues:! “maybe! highly! educated! people! can! estimate! the!average! values! of! their! society! without! projecting! their! own! values,! but! most!people!will! project! their! own! values! or! norms! onto! the! desirable! ones! for! the!society! in!which! they! live”! (De!Mooij!2013,!p258).!By! “the!desirable”!De!Mooij!(2013,! p255)! means! “the! general! norms! of! a! society.”! Therefore,! the! GLOBE!practices! indices! are! likely! to! be! a! combination! of:! (i)! the! aggregation! of!individual!values! in! the!society,!which! is! linked! to!Hofstede’s!understanding!of!culture;! and! (ii)! the! descriptive! norms! of! the! society,! which! Subsection! 5.3.3!proposed!is!a!reflection!of!the!entire!institutional!framework.!!
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The!importance!of!formal!institutions!in!explaining!the!GLOBE!practices!indices!is! evident! in! some! of! the! questions! taken! from!GLOBE!Research! Survey,! Form!Beta12.!For!example13:!!
• In! this! society,! societal! requirements!and! instructions!are!spelled!out! in!detail!so!citizens!know!what!they!are!expected!to!do.!–![1.!Strongly!agree!…!to!…!7.!Strongly!disagree]!
• The! economic! system! in! this! society! is! designed! to! maximize:! X! [1.!Individual!Interests!…!to!…!7.!Collective!interests]!
• This!society!has!rules!or!laws!to!cover:!X![1.!Almost!all!situations!…!to!…!7.!Very!few!situations]!
• In! this! society,! power! is:X! [1.! Concentrated! at! the! top!…! to!…! 7.! Shared!throughout!society]!!Each! of! these! questions! examines! how! respondents! perceive! the! formal!institutions! of! their! society,! thus! combining! both! formal! institutions! and!informal! institutions! into! the! one! measure.! This! is! the! concern! of! Hofstede!(2006)! and! de! Mooij! (2013),! although! it! is! not! expressed! as! such,! since! they!focus!on! the!GLOBE!study!as!only!measuring!culture.!This! chapter!asserts! that!the!GLOBE!practices!do!not!measure!culture,!but!rather! the!entire! institutional!environment!within!each!society.!!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!12!Available!at:!http://www.hangeslab.umd.edu/index_files/GLOBE_Phase_2_Beta_Questionnaire.pdf!!13!The!questions!were!chosen!for!their!explicit!focus!on!formal!institutions.!Other!questions!in!the!survey!explicitly!focus!on!informal!institutions!
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Venaik!and!Brewer!(2010)!provide!limited!evidence!to!support!this!assertion.!In!comparing!the!GLOBE!and!Hofstede!Uncertainty!Avoidance!Indices,!Venaik!and!Brewer!(2010,!p1304X1305)!find!that!GLOBE’s!Uncertainty!Avoidance!practices!have! a! “very! high! and! significant! positive! relationship! with! all! six! world!governance! indicators,”14.! Venaik! and!Brewer! (2010,! p1305)! argue! that! this! is!evidence! that! the! GLOBE! Uncertainty! Avoidance! practices! index!measures! the!“rule! orientation! practices! dimension”! of! Uncertainty! Avoidance.! This! chapter!interprets! their! finding! as! evidence! that! the! GLOBE! Uncertainty! Avoidance!practices!index!explains!formal!governance!structures!in!each!nation.!Thus!there!is! empirical! evidence! that! one! of! the! GLOBE! ‘practices’! indices! is! strongly!correlated!to!formal!institutions.!!Having!examined!the!GLOBE!‘practices’!indices,!this!chapter!turns!to!the!GLOBE!‘value’! indices.!De!Mooij!(2013,!p258)! identifies!that!the!survey!questions!used!to!construct! the!GLOBE! ‘values’!dimensions!are! “judgement! referent!questions,!asking! people! to! express! judgement! about! societal! norms.”! She! continues! that!there! are! three! variables! that! determine! answers! to! these! questions:! “the!respondents’! personal! values! reflected! in! their! opinion,! the! society! of! which!he/she!is!part,!and!the!norms!for!“others”!in!society”!(de!Mooij!2013,!p258).!De!Mooij! (2013,! p258)! argues! that! “the! use! of! judgemental! questions! relating! to!people’s! own! society! …! asks! for! invalid! results! as! people! will! give! answers!relative!to!the!behavioural!standards!of!their!own!culture.!For!example,!people’s!level!of!agreement!with!the!statement!“There!is!too!much!sex!on!TV”!will!depend!not!only!on!whether! they! think! sex! should!be!allowed!on!TV,!but! also!on!how!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!14!The!World!Governance!Indicators!are!published!by!the!World!Bank!(2009)!
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much!sex!there!in!fact!is!on!TV!in!their!particular!country.”!Her!arguments!thus!highlight! the! problem! with! the! GLOBE! ‘values’,! namely! that! they! measure!evaluations!of!society!instead!of!what!people!in!each!society!value.!!To! further! elaborate! on! de! Mooij’s! (2013)! concerns,! consider! the! following!questions!used!to!construct!some!of!the!GLOBE!‘values’!dimensions,!taken!from!GLOBE!Research!Survey,!Form!Beta15:!
• I!believe!that!orderliness!and!consistency!should!be!stressed,!even!at!the!expense! of! experimentation! and! innovation! –! [1.Strongly! agree! …! to! …!7.Strongly!disagree]!
• I!believe! that! the!economic!system!in! this!society!should!be!designed!to!maximize:!X![1.!Individual!interests!…!to!…!7.!Collective!interests]!!Both!of!these!questions!were!chosen!for!their!similarity!to!those!used!to!analyse!the!GLOBE! ‘practices’! indices.!The!main!difference! is! that! instead!of!describing!how!their!society!is,!individuals!are!asked!how!they!believe!their!society!should!be.!De!Mooij’s!(2013)!believes!that!the!answers!to!these!questions!are!ultimately!individual’s!evaluations!of!their!own!societies.!For!example,!focusing!on!the!first!question,!someone!who!is!happily!living!in!a!society!that!they!perceive!stresses!(does! not! stress)! orderliness! and! consistency!will! believe! that! orderliness! and!consistency!should!(should!not)!be!stressed.!If!this!person!is!unhappy!with!their!society! they!will! give! the! opposite! answer.! Likewise,! someone!who! is! (is! not)!happily!living!in!a!society!where!they!believe!the!economic!system!is!designed!to!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!15!GLODE!Research!Survey,!Form!Beta!is!available!at:!http://www.hangeslab.umd.edu/index_files/GLOBE_Phase_2_Beta_Questionnaire.pdf!!
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maximise! individual! interest! will! believe! that! the! economic! system! should!(should!not)!be!designed!in!this!way.!!!The! GLOBE! study! reports! a! significant! negative! correlation! between! seven!GLOBE!practices!and!their!corresponding!values16.!This!suggests!that!individuals!tend! to! be! critical! of! their! societies.! Whether! the! GLOBE! values! convey!meaningful! information! independently! of! the! GLOBE! practices! remains! to! be!seen.! Chapter! 6!will! therefore! not! use! the!GLOBE! values,! as! it! is! unclear!what!they!measure.!!!
5.3.5(CONCLUSION(
(This!section!achieved!two!objectives.!The!first!was!achieved!in!Subsection!5.3.2!by! outlining! GLOBE’s! understanding! of! culture! as! the! ‘manXmade! part! of! the!environment.’!Subsection!5.3.3!and!5.3.4!reviewed!the!literature!and!the!GLOBE!questionnaire! items! to! demonstrate! that! this! conceptualisation! of! culture!extends! beyond! informal! institutions.! This! achieved! the! second! objective,! as! it!showed! that! GLOBE’s! understanding! of! culture! is! different! to! that! which! is!generally!accepted!by!the!literature.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!16!The!seven!GLOBE!practices!and!values!with!negative!correlations!are:!Assertiveness,!Institutional!Collectivism,!Future!Orientation,!Humane!Orientation,!Performance!Orientation,!Power!Distance!and!Uncertainty!Avoidance.!Each!of!these!negative!correlations!is!significant!at!the!less!than!5%!level.!
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5.4(CONCLUSION(!
5.4.1(OVERVIEW(AND(DISCUSSION(!This!chapter!contributes!to!the!debate!in!the!literature!comparing!the!Hofstede!and!GLOBE!studies!by!answering!Hofstede’s!(2006)!question!“What!does!GLOBE!really! measure?”! By! analysing! how! the! GLOBE! study! both! conceptualises! and!measures! culture,! and! comparing! this! to! how! culture! is! understood! in! the!literature,!this!chapter’s!answer!is!that!the!GLOBE!‘practices’!measure!the!entire!institutional! framework! of! a! society,! while! the! GLOBE! ‘values’! measure! an!evaluation!of!each!society!by!its!own!members.!!The! arguments! in! this! chapter! are! important! for! crossXcultural! researchers,! as!they! raise! questions! about! the! appropriateness! of! the! GLOBE! measures.!!However,!they!simultaneously!open!up!new!avenues!of!research,!as!they!propose!that!the!GLOBE! ‘practices’! indices!can!be!used!to!develop!our!understanding!of!how!the!entire!institutional!environment!affects!economic!outcomes.!This!will!be!the!focus!of!Chapter!6.!It!is!important!to!note!that!while!the!empirical!analysis!in!Chapter!6!builds!on!this!new!interpretation!of!the!GLOBE!indices,!the!results!of!the!following!chapter!are!not!contingent!upon!this!interpretation.!The!analysis!in!Chapter! 6! will! still! be! valid! if! the! interpretation! of! GLOBE! proposed! by! its!authors!is!adopted.!!!!
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5.4.2(FUTURE(RESEARCH(!The! arguments! in! this! chapter! open! up! a! number! of! new! areas! for! future!research!that!are!beyond!the!scope!of! this!thesis.!The!first! is!an!opportunity!to!empirically!validate!the!argument!that!the!GLOBE!‘practices’!measure!the!entire!institutional!framework!within!a!society.!The!second!is!to!determine!whether!the!GLOBE! values! themselves! are! useful! for! crossXnational! research.! Furthermore,!the! application! of! the! arguments! raised! in! this! chapter! pose! exciting!opportunities! for!researchers!across!a! large!number!of!disciplines.!Researchers!now!have!a!measurement!of! the!entire! institutional! framework!of!61!nations17!which!can!be!uses!in!crossXnational!research.!!! !
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!17!The!GLOBE!study!covers!62!nations.!However,!institutional!indices!are!not!reported!for!the!Czech!Republic.!
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CHAPTER(6:(GLOBE(STUDY(EMPIRICAL(ANALYSIS(
(
6.1(INTRODUCTION,(MOTIVATION(AND(STRUCTURE((!This! chapter! continues! the! empirical! analysis! of! this! thesis! by! testing!whether!the!GLOBE!‘practices’!indices!(House!et!al.!2004)!explain!differences!in!economic!growth!and!development!across!nations.!The!empirical!analysis!of! this!chapter!builds! on! the! analysis! of! the! GLOBE! study! in! Chapter! 5! by! interpreting! the!GLOBE! ‘practices’! indices! as! measures! of! each! nation’s! entire! institutional!environment.18!!This! chapter! is!motivated!by! the! lack! of! empirical! evidence! linking! the!GLOBE!indices! to! economic! growth! and! development.! The! chapter! contributes! to! the!literature! by! empirically! testing! the! Primacy! of! Institutions! Theory! using! the!GLOBE! indices.! The! research! question! that! this! chapter! seeks! to! answer! is! ‘to!what! extent! do! the! GLOBE! ‘practices’! indices! explain! differences! in! economic!growth!and!development!across!nations?’!!This!chapter!proceeds!as!follows:!Section!6.2!examines!the!literature!connecting!the!GLOBE!indices!to!economic!growth!and!development.!This!leads!into!Section!6.3,! which! develops! a! research! methodology! for! the! empirical! analysis! of! the!Primacy!of!Institutions!Theory!using!the!GLOBE!indices.!Section!6.4!presents!the!results!of!both!the!univariate!analysis!and!the!multivariate!analysis.!Section!6.5!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!18All!references!to!the!GLOBE!indices!in!this!chapter!are!references!to!the!practices!indices,!unless!stated!otherwise.!!
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outlines! the! robustness! testing! of! the! results.! Section! 6.6! presents! the!conclusions,! highlights! the! limitations! of! the! analysis,! and! suggests! ideas! for!future!research.!!
6.2(GLOBE(AND(ECONOMICS(!
6.2.1(INTRODUCTION(!The! GLOBE! study! was! introduced! to! this! thesis! in! Chapter! 5.! This! section!completes! the!review!of! the!GLOBE!study!by!analysing!how!the!GLOBE! indices!have!been!linked!to!economic!outcomes!in!the!literature.!!!
6.2.2(PROJECT(GLOBE(AND(ECONOMICS(!The! GLOBE! study! examines! the! relationship! between! each! of! its! indices! and!economic!prosperity!through!a!series!of!univariate!analyses.!The!study!finds!that!Performance! Orientation,! Future! Orientation,! Institutional! Collectivism! and!Uncertainty!Avoidance!are!all!positively!correlated!to!economic!prosperity,!while!InXGroup! Collectivism,! Power! Distance! and! Humane! Orientation! are! all!negatively! correlated! to! economic! prosperity.! There! is! no! evidence! of! a!relationship! between! economic! prosperity! and! either! Assertiveness! or! Gender!Egalitarianism.!!Petrakis! and! Kostis! (2013)! divide! the! GLOBE! indices! into! two! categories:!“Efficiency! Orientation”! (made! up! of! Performance! Orientation,! Future!
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Orientation,! Assertiveness,! Power! Distance! and! Uncertainty! Avoidance);! and!“Social! Orientation”! (made! up! of! Gender! Egalitarianism,! Institutional!Collectivism,!InXGroup!Collectivism!and!Humane!Orientation).!They!include!both!variables!into!a!SolowXSwan!growth!framework,!and!find!that!Social!Orientation!is!the!primary!cultural!driver!of!economic!growth19.!!!Stephan! and! Uhlaner! (2010)! examine! the! extent! to! which! the! GLOBE! indices!explain!entrepreneurship!rates!across!forty!nations.!Schumpeter!(1951)!argued!that! entrepreneurs! drive! economic! growth! and! development,! hence! it! follows!that!whatever!drives!entrepreneurship!also!drives!economic!outcomes.!Stephan!and! Uhlaner! (2010)! perform! a! factor! analysis! on! seven! of! the! nine! GLOBE!indices,!and!identify!two!higherXorder!dimensions!of!culture:!Performance!Based!Culture! (made! up! of! Future! Orientation,! Uncertainty! Avoidance,! Performance!Orientation,!Power!Distance!and!InXGroup!Collectivism);!and!Socially!Supportive!Culture! (made! up! of! Humane! Orientation! and! Assertiveness).! They! find! that!Socially!Supportive!cultures!have!higher! levels!of!entrepreneurship,!even!when!controlling! for! national! wealth.! When! interpreted! alongside! Schumpeter’s!(1951)! arguments,! Stephan! and! Uhlaner’s! (2010)! results! suggest! that! more!socially!supportive!nations!will!have!higher!levels!of!economic!growth.!Stephan!and!Uhlaner!also!find!that!nations!with!higher!performanceXbased!cultures!tend!to!be!wealthier!and!have!more!efficient!formal!institutions.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!19!All!studies!reviewed!in!this!subsection!interpret!the!GLOBE!indices!as!cultural!indices!
! ! Page!159!
!
6.2.3(CONCLUSION(!This!section!reviewed!the!literature!empirically!testing!the!relationship!between!the! GLOBE! indices! and! economic! outcomes.! Both! of! the! multivariate! studies!analysed! factors! constructed! from! the! GLOBE! indices,! instead! of! the! indices!themselves.!This!chapter!fills!this!gap!in!the!literature.!!
6.3(RESEARCH(METHODOLOGY(!
6.3.1(INTRODUCTION(!This! research!methodology! section! has! three! objectives.! The! first,! achieved! in!Subsection! 6.3.2,! is! to! develop! the! hypotheses! that! this! chapter! will! test.! The!second!is!to!outline!how!this!chapter!will!test!these!hypotheses,!which!includes!the! model! development! (Subsection! 6.3.3)! and! the! sample! selection! process!(Subsection!6.3.4).!The!third!objective,!achieved!in!Subsection!6.3.5,!is!to!give!an!overview!of! the!data!used! to! test! these!hypotheses.!Subsection!6.3.6!concludes!the!section.!!
6.3.2(HYPOTHESIS(DEVELOPMENT(!This! chapter! seeks! to! answer! the! question! ‘to! what! extent! do! the! GLOBE!‘practices’! indices! explain! differences! in! economic! growth! and! development!across! nations?’! To! answer! the! question! this! chapter! tests! five! hypotheses!developed!by!analysing!the!theory!linking!each!of!the!GLOBE!indices!to!economic!growth!and!development.!
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6.3.2.1(PERFORMANCE(ORIENTATION(!“Performance! orientation! is! the! degree! to! which! an! organization! or! society!encourages! and! rewards! group! members! for! performance! improvement! and!excellence”! (House!2004,!p13).!The! link!between!Performance!Orientation!and!economic! outcomes! was! famously! proposed! by! Max! Weber! in! The) Protestant)
Ethic) and) the) Spirit) of) Capitalism! (1958).! Weber! argued! that! the! spirit! of!capitalism,! and! therefore!economic!development,! arose! in!Protestant! countries!from! the!work! ethic! that! emerged! from! the! Calvinist! beliefs! in! predestination!and!salvation.!!Javidan!(2004,!p241)!states!that!Weber’s!“Protestant!ethic!is!a!special!case!of!a!universal! achievement! ethic! focusing! on! individual! responsibility,! hard! work,!knowledge!and!challenge.”!The!statistical! analysis! conducted!by!GLOBE! finds!a!positive!correlation!between!Performance!Orientation!and!the!economic!health!of!a!society.!This!leads!to!H6.1:!! H6.1! –! Nations! with! higher! levels! of! Performance! Orientation! will!tend!to!experience!high!levels!of!economic!growth!and!development,!ceteris!paribus.!!!!!
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6.3.2.2(FUTURE(ORIENTATION(!“Future! orientation! is! the! degree! to! which! individuals! in! organizations! or!societies!engage!in!futureXoriented!behaviours!such!as!planning,!investing!in!the!future,!and!delaying!individual!or!collective!gratification”!(House!2004b,!p13).!!!Contrary!to!his!hypothesis,!Graves’!(1974)!study!of!Native!Americans!found!that!higher! future! orientation! did! not! lead! to! better! economic! outcomes.! Shannon!(1975)!argues!that! this!result!suggests! that!groups!with!a! lower! level!of! future!orientation! develop! more! adaptive! behaviour! than! groups! that! plan! for! the!future.! Shannon’s! interpretation! of! Graves’s! study! is! supported! by! both!Trommsdorff!(1983)!and!Ashkanasy!et!al.!(2004).!These!results!support!North’s!(2005)!theory!of!adaptive!efficiency,!whereby!societies!which!are!able!to!adapt!to! unexpected! events! will! experience! higher! levels! of! economic! growth! and!development.!!!Ashkanasy! et! al.! (2004,! p302)! find! that! societies!with! a! higher! level! of! future!orientation!tend!to!“have!a!propensity!to!save!for!the!future.”!Mandeville!(1924)!and! Keynes! (1964)! argue! that! economies! will! develop! faster! if! people! spend!their!money! instead! of! saving! it.! This! implies! a! negative! relationship! between!Future! Orientation! and! economic! outcomes.! This! view,! however,! is! not!universally!accepted!in!the!literature.!Hayek!(1931)!argues!against!the!paradox!of!thrift,!while!the!SolowXSwan!model!suggests!that!the!saving!rate!has!no!impact!on!long!run!economic!growth,!but!has!a!level!effect!on!income!per!capita!(Solow!1956;! Swan! 1956).! Romer! (2012)! shows,! using! the! RamseyXCassXKoopmans!
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model,! that! these! results! hold! even! when! the! savings! rate! is! endogenous!(Ramsey!1928;!Cass!1965;!Koopmans!1965).!!The!univariate!analysis!undertaken!by! the!GLOBE!study! finds!a!strong!positive!correlation! between! Future! Orientation! and! the! economic! health! of! a! society.!This! analysis,! however,! is! of! limited! value! due! to! the! lack! of! controls.! This!chapter!follows!the!arguments!of!Shannon!(1975)!and!Keynes!(1964)!to!develop!H6.2:!! H6.2! –!Nations!with! lower! levels! of! Future!Orientation!will! tend! to!experience! higher! levels! of! economic! growth! and! development,!ceteris!paribus.!!
6.3.2.3(GENDER(EGALITARIANISM(!“Gender! Egalitarianism! is! the! degree! to! which! an! organization! or! a! society!minimizes! gender! role! differences! while! promoting! gender! equality”! (House!2004b,!p12).!Emrich!et!al.! (2004,!p355)!state! that!while! “it! is!difficult! to!argue!conclusively! that! economic! factors! play! a! causal! role! in! gender! egalitarianism!and!related!concepts,!it!is!perhaps!easier!to!argue!than!the!reverse.”!Moore!and!Schackman! (1996)! find! that! while! economic! development! may! improve! the!status!of!women! in!society,! this!does!not!necessarily! lead! to!an! increase! in! the!number! of! women! in! authoritative! positions.! Their! results! suggest! that! nonXeconomic!factors!also!play!a!role!in!determining!levels!of!gender!egalitarianism.!This!finding!is!supported!by!others,!such!as!Alesina!et!al.!(2013)!who!report!that!
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the! farming! technologies! traditionally!used!by!different! societies!explain! social!attitudes! towards! the! role! of! women.! Nuss! and! Maika! (1983)! observe! that!economic!development!leads!to!greater!participation!of!women!in!clerical!work!and! the! transport,! storage! and! communication! sectors! of! the! economy.! The!participation! of! women! in! agriculture! and! mining,! however,! appears! to! be!unrelated!to!economic!development.!!!This! chapter! therefore!predicts! that! economic! outcomes! are! one!of! the! factors!driving! gender! equality.! Since! this! chapter’s! multivariate! analysis! tests! the!Primacy! of! Institutions! Theory,! no! formal! hypothesis! is! made! for! Gender!Egalitarianism.!!
6.3.2.4(ASSERTIVENESS(!“Assertiveness! is! the! degree! to!which! individuals! in! organizations! or! societies!are! assertive,! confrontational,! and! aggressive! in! social! relationships”! (House!2004b,!p12).!Societies!with!high!levels!of!assertiveness!believe!that!“nature!can!be!controlled!and!manipulated”!(Den!Hartog!2004,!p402).!Woods!(2005)!argues!that! this!belief! is! the! foundation!stone!of!empirical!science,!which! is! important!for!economic!progress.!Den!Hartog!(2004,!p405)!continues!that!societies!with!a!higher! level! of! assertiveness! tend! to! “value! competition”! and! “believe! that!anyone! can! succeed! if! he! or! she! tries! hard! enough.”!Hayek! (2006)! claims! that!competition! is! essential! for! economic! development! and! growth.! Similarly,!Expectancy!Theory!argues! that! the!belief! that! someone!can!succeed!creates!an!important! linkage! between! effort! and! reward,! which! in! turn! motivates!
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individuals! to! work! harder! and! be! more! productive! (Vroom! 1964).! These!arguments!all!suggest!that!Assertiveness!drives!economic!outcomes!in!a!society.!This!leads!to!H6.3:!!! H6.3! –! Nations! with! higher! levels! of! Assertiveness! will! tend! to!experience! higher! levels! of! economic! growth! and! development,!ceteris!paribus.!!
6.3.2.5.(INSTITUTIONAL(COLLECTIVISM(!“Institutional! Collectivism,! is! the! degree! to! which! organizational! and! societal!institutional!practices!encourage!and!reward!collective!distribution!of!resources!and! collective! action”! (House! 2004b,! p12).! This! index! therefore!measures! the!extent! to! which! citizens! of! a! nation! are! able! to! work! together! in! groups! to!achieve! their! goals.! Hayek! (2006)! points! out! that! the! ability! of! individuals! to!work! together! in! groups,! such! as! in! a! company,! is! necessary! for! economic!development!and!growth!to!occur.!This! is!conditional!upon!the!maintenance!of!individual!freedoms,!and!the!acceptance!of!competition!between!groups.!Hayek’s!observation! is!supported!by!Banfield’s! (1958,!p10)!case!study!of!a!poor! Italian!city,!as!he!attributed!its!“extreme!poverty”!to!“the!inability!of!the!villagers!to!act!together! for! their! common! good.”! This! chapter! hypothesises! that! Institutional!Collectivism! is! an! important! factor!driving!economic!growth!and!development.!This!leads!to!H6.4:!!
! ! Page!165!
!
H6.4! –! Nations! with! higher! levels! of! Institutional! Collectivism! will!tend! to! experience! higher! levels! of! economic! growth! and!development,!ceteris!paribus.!!
6.3.2.6(IN_GROUP(COLLECTIVISM(!“InXGroup!Collectivism,!is!the!degree!to!which!individuals!express!pride,!loyalty,!and!cohesiveness!in!their!organizations!or!families”!(House!2004b,!p12).!Venaik!and! Brewer! (2011)! argue! that! this! index! should! be! reXlabelled! “family!orientation.”!They! are! supported!by! the! statistical! tests! of!Gelfand! et! al.! (2004!p486),!who!find!that!the!index!has!very!strong!positive!relationships!with!both!“strength!of!family!ties”!and!“respect!for!family!and!friends.”!!Tilley!(2012)!uses!Marx!and!Engels!(2002)!to!argue!that!economic!development!leads! to! a! breakdown! of! family! relationships20 .! Therefore! higher! levels! of!economic! growth! and! development! are! expected! to! lead! to! a! decrease! in! a!nation’s!InXGroup!Collectivism!score.!Gelfand!et!al.!(2004)!support!this!argument!by! finding! a! strong! negative! correlation! between! InXGroup! Collectivism! and!economic! prosperity.! This! chapter! does! not!make! a! formal! hypothesis! for! this!index,!as!the!multivariate!analysis!only!tests!the!Primacy!of!Institutions!Theory.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!20This!is!examined!further!in!Chapter!8!!
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6.3.2.7(POWER(DISTANCE(!“Power!Distance! is! the!degree! to!which!members!of!an!organization!or! society!expect! and! agree! that! power! should! be! stratified! and! concentrated! at! higher!levels!of!an!organization!or!government”!(House!2004b,!p12).!Hofstede!(2001)!argues! that! as! a! nation’s! economy! develops,! its! citizens! demand! greater!representation,! hence! will! value! a! lower! level! of! Power! Distance.! Carl! et! al.!(2004)!find!empirical!evidence!suggesting!that!this!effect!may!lead!to!a!decline!institutional!Power!Distance,!as!GLOBE’s!Power!Distance!is!negatively!correlated!to!economic!prosperity.!Zizek!(2009),!however,!claims!that!this!relationship!no!longer! holds.! Building! on! an! unsourced! reference! to! Peter! Sloterdijk,! Zizek!(2009,!p3)!argues!that!the!former!Singaporean!leader!Lee!Kuan!Yew!broke!down!the!“the! link!between!capitalism!and!democracy”!and!as!a!result!“authoritarian!capitalism! is! slowly!but! surely! spreading! around! the! globe.”!Both!perspectives!agree!that!Power!Distance!does!not!drive!economic!outcomes,!hence!this!thesis!makes!no!formal!hypotheses!about!this!index.!!
6.3.2.8(HUMANE(ORIENTATION(!“Humane! Orientation! is! the! degree! to! which! individuals! in! organizations! or!societies! encourage! and! reward! individuals! for! being! fair,! altruistic,! friendly,!generous,!caring!and!kind!to!others”!(House!2004b!p13).!Kabasakal!and!Bodur!(2004)!find!evidence!that!this!index!is!determined,!in!part,!by!a!nation’s!level!of!economic! development.! They! observe! that! “in! societies! in! which! economic!development!is!relatively!low,!there!is!a!need!for!more!solidarity!and!help!among!
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members! of! society! and! thus! there! is! more! social! control.! With! increasing!modernization,! the! necessity! for! prosocial! behaviour! decreases! and! the!accompanying! social! control! among! members! of! the! society! breaks! down”!(Kabasakal!and!Bodur!2004,!p557X558).!Their!arguments!are!supported!by!the!negative! correlation! between! Humane! Orientation! and! GDP! per! capita.! This!chapter! therefore!expects! that!Humane!Orientation! is!determined!by!economic!growth!and!development,!so!no!formal!hypothesis!is!made.!!
6.3.2.9(UNCERTAINTY(AVOIDANCE(!“Uncertainty! avoidance! is! the! extent! to! which!members! of! an! organization! or!society!strive!to!avoid!uncertainty!by!relying!on!established!social!norms,!rituals,!and! bureaucratic! practices.! People! in! high! uncertainty! avoidance! cultures!actively! seek! to! decrease! the! probability! of! unpredictable! future! events! that!could!adversely!affect!the!operation!of!an!organization!or!society!and!remedy!the!success!of!such!adverse!effects”!(House!2004b,!p12X13).!!This! measure! of! Uncertainty! Avoidance! is! distinct! to! the! cultural! measure! of!Uncertainty!Avoidance!developed!by!Hofstede!(1980).!While!cultural!measures!of! Uncertainty! Avoidance! focus! on! factors! such! as! attitudes! towards! risk,! the!institutional! level! measure! focuses! on! the! level! of! uncertainty! accepted! in! all!facets!of!society,!including!the!certainty!created!by!the!legal!system.!Venaik!and!Brewer! (2010)!demonstrated! this!by! finding!a!very! strong!positive! correlation!between!the!GLOBE!measure!of!Uncertainty!Avoidance!and!all!six!of!the!World!Governance! Indicators.! This! accounts! for! the! observation! in! the! GLOBE! study!
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that! “Hofstede’s! measure! of! uncertainty! avoidance! is! not! the! same! as! that!measured!in!the!GLOBE!study”!(Sully!de!Luque!and!Javidan!2004,!p626).!!!Sully! de! Luque! and! Javidan! (2004,! p618)! observe! that! “societies! that! score!higher!on!Uncertainty!Avoidance!…!have! a! tendency! towards! formalizing! their!interactions!with!others!…!take!more!moderate!calculated!risks!…!show!stronger!desire! to! establish! rules! allowing! predictive! behaviour! …! [and]! show! less!tolerance! for! breaking! rules.”! Greif! (1994)! finds! that! formalized! rules!with! an!effective! enforcement! mechanism! are! necessary! for! impersonal! exchange! to!develop,!which!in!turn!leads!to!improved!economic!outcomes.!A!lower!tolerance!for! breaking! rules! is! linked! to! lower! levels! of! corruption,! among! other! things!(Mauro! 1995;! Mo! 2001;! GyimahXBrempong! 2002;! Aidt! 2009).! This! chapter!therefore!hypothesises!that!higher!levels!of! institutional!Uncertainty!Avoidance!lead!to!higher!levels!of!economic!growth!and!development.!This!leads!to!H6.5:!! H6.5!–!Nations!with!higher!levels!of!Uncertainty!Avoidance!will!tend!to! experience! higher! levels! of! economic! growth! and! development,!ceteris!paribus.!!
6.3.2.10(SUMMARY(OF(HYPOTHESES(!Figure!6.1!summarises!the!five!hypotheses!made!in!this!chapter:!!!!
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Figure(6.1:(Summary(of(Hypotheses(
!!
6.3.3(MODEL(DEVELOPMENT(!This!chapter!develops!two!multivariate!models!to!test!the!five!hypotheses.!These!models!are!presented!below:!!
Model(6.1:(!!"#$%& = !!! + !!!"# + !!!"# + !!!"" + !!!"# + !!!"# + !!!"#$%1997+ !!!"# + !!!"# + !!!"# + !!"!!" + !!!!!
Model(6.2:(! !"#$%2007 = !!! + !!!"# + !!!"# + !!!"" + !!!"# + !!!"#+ !!!"#$%1997+ !!!"# + !!!"# + !!!"# + !!"!"# + !!!!!GROWTH!is!the!compound!average!annual!growth!rate!in!real!GDP!per!capita!for!each! nation! between! 1998! and! 2007.! This! variable! was! calculated! using! data!from!the!Penn!World!Tables!7.1!(Heston!et!al.!2012).!!
H6.1:!Higher!Performance!Orientation!H6.2:!Lower!Future!Orientation!H6.3:!Higher!Assertiveness!H6.4:!Higher!Institutional!Collectivism!H6.5:!Higher!Uncertainty!Avoidance!
!Higher!Economic!Growth!!!and!Development!
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LNGDP2007! is! the! natural! logarithm!of! real! GDP! per! capita! for! each! nation! in!2007.!This!is!taken!from!the!Penn!World!Tables!7.1.!!PER!is!the!GLOBE!Performance!Orientation!index.!This!variable!tests!H6.1,!and!is!expected!to!have!a!positive!coefficient.!!FUT! is! the! GLOBE! Future! Orientation! index.! This! variable! tests! H6.2,! and! is!expected!to!have!a!negative!coefficient.!!!ASS!is!the!GLOBE!Assertiveness!index.!This!variable!tests!H6.3,!and!is!expected!to!have!a!positive!coefficient.!!INC!is!the!GLOBE!Institutional!Collectivism!index.!This!variable!tests!H6.4,!and!is!expected!to!have!a!positive!coefficient.!!UAI! is! the!GLOBE!Uncertainty!Avoidance! index.!This!variable! tests!H6.5,!and! is!expected!to!have!a!positive!coefficient.!!LNGDP1997! is! the! natural! logarithm!of! real! GDP! per! capita! for! each! nation! in!1997! according! to! the! Penn! World! Tables! 7.1.! In! Model! 6.2! this! is! a! lagged!dependent! variable.! As! discussed! in! Subsection! 3.3.2,! Wooldridge! (2009)!observes! that! the! inclusion!of! a! lagged!dependant! variable! in! a! crossXsectional!regression!model!does!not!necessarily!lead!to!the!model!becoming!inconsistent!due!to!serial!correlation.!This!chapter!monitors!the!risk!of!serial!correlation!by!ensuring!that!the!coefficient!of!this!control!variable! is!between!0!and!1!in!each!
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model!where!it!is!a!lagged!dependant!variable,!to!ensure!the!stability!assumption!holds.!!!CAP,! EDU,! TEC! and! LAB! are! control! variables! derived! from! the! SolowXSwan!framework!to!control! for!capital,!education,!technology!and!labour!respectively!(Solow! 1956;! Swan! 1956).! CAP! is! Gross! Capital! Formation! as! a! percentage! of!GDP,!as!measured!by!the!World!Bank!in!1997.!Formally,!CAP!is!the!“outlays!on!additions! to! the! fixed! assets! of! the! economy! plus! net! changes! in! the! level! of!inventories”!(World!Bank!2014a).!!EDU!is!“the!total!enrolment!in!tertiary!education,!regardless!of!age,!expressed!as!a!percentage!of!the!total!population!of!the!fiveXyear!age!group!following!on!from!secondary! school! leaving”! in! each! nation,! as! reported! by! the! World! Bank!(2014b).!Since!this!is!not!reported!every!year!for!each!nation,!the!value!used!is!the! earliest! reported! value! for! the! years! 1997X2004.! Tertiary! enrolments! are!used!to!control!for!human!capital!instead!of!primary!or!secondary!enrolments,!as!it! better! reflects! the! spread! of! higherXlevel! technical! knowledge! across! the!population.!Furthermore,!given! the! tenXyear! timeframe!under!analysis,! there! is!insufficient! time! for! primary! or! secondary! school! enrolments! to! have! any!meaningful!impact!on!economic!outcomes.!!TEC! reports! the! highXtechnology! exports,! which! are! “products! with! high! R&D!intensity”! as! a! percentage! of!manufactured! exports,! as! reported! by! the!World!Bank! (2014c).! Since! this! is! not! reported! every! year! for! each! nation,! the! value!used!by!this!chapter!is!the!earliest!available!value!for!the!years!1997X2000.!!
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LAB!measures!the!employment!to!population!ratio,!which!“is!the!proportion!of!a!country’s!population!that!is!employed”!as!reported!by!the!World!Bank!(2014d)!for!1997.!!
6.3.4(SAMPLE(SELECTION(!Table!6.1!summarises!the!sample!selection!process:!!
Table(6.1:(Sample(Selection(
  Less Remaining 
Countries covered by the GLOBE survey  62 
Less:   
The Czech Republic, as no GLOBE indices are 
reported 
1  
Germany and South Africa, as the GLOBE study 
reports two sets of indices for each nation 
4  
The Switzerland (French-Speaking) indices 1  
Nigeria, Singapore, Taiwan and Zimbabwe, as the 
World Bank does not provide data for all the 
necessary controls 
4  
Total  52 !The!sample!selection!process!began!with!the!62!‘cultural!areas’!analysed!by!the!GLOBE!study.!One!of!these!areas!is!the!Czech!Republic,!which!is!excluded,!as!the!GLOBE! study! does! not! provide! numerical! indices! for! it.! The! third!wave! of! the!GLOBE! project! identifies! that! observations! from! the! Czech! Republic! suffered!from! “special! data! collection! issues”! (Chhokar! et! al.! 2012,! p8).! Germany! and!
! ! Page!173!
!
South!Africa!are!also!removed,!as!the!GLOBE!study!reports!two!sets!of!indices!for!each! nation.! Germany! is! split! into! GermanyXEast! (former! GDR)! and! GermanyXWest!(former!FRG),!while!South!Africa!is!broken!into!a!black!sample!and!a!white!sample.! Since! this! chapter! focuses! on! national! institutions,! these! four!observations! are! removed.! Furthermore,! the! GLOBE! study! contains! two!measures!for!Switzerland,!one!for!the!entire!nation,!and!another!focusing!on!only!the! FrenchXSpeakers.! The! latter! is! removed! from! this! sample.! Finally,! Nigeria,!Singapore,!Taiwan,!and!Zimbabwe!are! removed! from!the!sample,! as! the!World!Bank! does! not! provide! all! of! the! necessary! control! variables! for! each! of! these!countries.!!This!leads!to!a!final!sample!of!52!nations,!shown!in!Figure!6.2.!This!sample!size!is!more!than!five!times!the!minimum!sample!size!recommended!for!cross!cultural!research!(Franke!and!Richey!2010).!!
Figure(6.2:(Final(Sample(
!Figure!6.2!shows!the!nations!included!in!the!sample!used!by!this!chapter.!
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6.3.5(DESCRIPTIVE(STATISTICS(!Table! 6.2! presents! the! descriptive! statistics! of! each! variable! examined! in! this!chapter.!The!table!shows!that!the!variations!in!the!GLOBE!indices!are!relatively!small! when! compared! to! the! other! variables.! It! is! therefore! expected! that! the!coefficients!of!these!indices!will!be!relatively!small!in!the!multivariate!analysis.!!!
Table(6.2:(Descriptive(Statistics(
!
Variable( Mean( Median( Minimum( Maximum(
Standard(
Deviation(
G
LO
BE
(P
RA
CT
IC
ES
(
PER! 4.058! 4.080! 3.200! 4.940! 0.412!
FUT! 3.778! 3.745! 2.880! 4.730! 0.441!
GEN! 3.387! 3.435! 2.500! 4.080! 0.383!
ASS! 4.110! 4.080! 3.380! 4.890! 0.358!
INC! 4.246! 4.235! 3.250! 5.220! 0.429!
ING! 5.165! 5.440! 3.530! 6.360! 0.733!
PDI! 5.168! 5.220! 3.890! 5.800! 0.395!
HUM! 4.130! 4.075! 3.320! 5.230! 0.459!
UAI! 4.072! 4.000! 2.880! 5.370! 0.580!
(( GROWTH! 5.802! 4.799! 3.097! 13.881! 2.676!
(( LNGDP2007! 9.642! 9.674! 7.483! 11.426! 0.956!
Co
nt
ro
ls
(
LNGDP1997! 9.078! 9.041! 6.754! 10.321! 0.986!
CAP! 23.184! 21.529! 13.643! 42.973! 6.571!
EDU! 34.631! 30.845! 2.362! 79.838! 18.971!
TEC! 13.983! 9.255! 0.000! 66.507! 13.559!
LAB! 56.462! 57.350! 37.600! 77.900! 8.541!Table!6.2!presents!the!descriptive!statistics!for!each!of!the!variables.!The!variables!are!defined!as!follows:!PER! GLOBE’s!Performance!Orientation!index!for!each!nation.!FUT! GLOBE’s!Future!Orientation!index!for!each!nation.!GEN! GLOBE’s!Gender!Egalitarianism!index!for!each!nation.!ASS! GLOBE’s!Assertiveness!index!for!each!nation.!INC! GLOBE’s!Institutional!Collectivism!index!for!each!nation.!ING! GLOBE’s!InXGroup!Collectivism!index!for!each!nation.!PDI! GLOBE’s!Power!Distance!index!for!each!nation.!HUM! GLOBE’s!Humane!Orientation!index!for!each!nation.!UAI! GLOBE’s!Uncertainty!Avoidance!index!for!each!nation.!GROWTH! Growth!in!real!GDP!per!capita!of!each!nation!from!1998X2007.!Obtained!from!the!Penn!World!Tables!7.1.!LNGDP2007! Natural!log!of!real!GDP!per!capita!of!each!nation!in!2007.!Obtained!from!the!Penn!World!Tables!7.1.!LNGDP1997! Natural!log!of!real!GDP!per!capita!of!each!nation!in!1997.!Obtained!from!the!Penn!World!Tables!7.1.!CAP! Capital!Formation!as!a!percentage!of!GDP!for!each!nation!in!1997.!Obtained!from!the!World!Bank.!EDU! Percentage!of!Tertiary!Enrolments! in!each!nation!for!earliest!available!year!from!1997X2004.!Obtained!from!the!World!Bank.!TEC! High! Technology! Exports! as! a! percentage! of! Manufactured! Exports! for! each! nation! for! the! earliest!available!year!from!1997X2000.!Obtained!from!the!World!Bank.!LAB! Employment!to!population!ratio!of!each!nation!in!1997.!Obtained!from!the!World!Bank.!
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!Table! 6.3! presents! the! Spearman’s! and! Pearson’s! correlations! and! pXvalues! of!each!of!the!variables!analysed!in!this!chapter.!The!correlation!matrix!only!finds!preliminary!support! for!H6.5,!as!UAI!has!a! significant!positive!correlation!with!LNGDP2007! under! both! Spearman’s! and! Pearson’s! correlation! measures.!Preliminary!evidence!is!found!against!H6.2,!as!FUT!is!positively!correlated!with!LNGDP2007.!There!is!no!evidence!to!support!H6.1,!H6.3!or!H6.4!as!PER,!ASS!and!INC!are!not!significantly!correlated!to!either!GROWTH!or!LNGDP2007.!!!Table!6.3! finds! significant!negative! correlations!between!LNGDP1997!and! ING,!PDI! and!HUM.! Subsection! 6.3.2! proposed! that! these! indices!may! be! driven! by!economic! factors.! The! robustness! test! in! Subsection! 6.5.2! examines! whether!these! indices! explain! differences! in! the! level! of! economic! growth! and!development!across!nations.!!
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Table&6.3:&Correlation&Matrix&
!
PER! FUT! GEN! ASS! INC! ING! PDI! HUM! UAI! GROWTH! LNGDP2007! LNGDP1997! CAP! EDU! TEC! LAB!
PER!
1! 0.6154! >0.3650! 0.0435! 0.4475! >0.0151! >0.3554! 0.3625! 0.5798! >0.0756! 0.0956! 0.1327! 0.2010! 0.0676! 0.3753! 0.2738!
>! 0.000! 0.008! 0.759! 0.001! 0.916! 0.010! 0.008! 0.000! 0.594! 0.500! 0.348! 0.153! 0.634! 0.006! 0.050!
FUT!
0.5815! 1! >0.1042! 0.0183! 0.5293! >0.3813! >0.5260! 0.2403! 0.6989! >0.2090! 0.3296! 0.3931! 0.1907! 0.2488! 0.5072! 0.3112!
0.000! >! 0.463! 0.898! 0.000! 0.005! 0.000! 0.086! 0.000! 0.137! 0.017! 0.004! 0.176! 0.075! 0.000! 0.025!
GEN!
>0.3823! >0.1059! 1! >0.0412! 0.0110! >0.2972! >0.2100! >0.1663! >0.0373! 0.1317! 0.1295! 0.1054! >0.0316! 0.1739! 0.0634! >0.1111!
0.005! 0.455! >! 0.772! 0.938! 0.032! 0.135! 0.239! 0.793! 0.352! 0.360! 0.457! 0.824! 0.218! 0.655! 0.433!
ASS!
0.0732! 0.0166! >0.0190! 1! >0.4193! >0.0076! 0.1445! >0.4539! >0.1859! >0.0290! 0.0941! 0.1188! 0.0085! 0.0298! >0.0870! >0.2646!
0.606! 0.907! 0.894! >! 0.002! 0.958! 0.307! 0.001! 0.187! 0.838! 0.507! 0.402! 0.952! 0.834! 0.540! 0.058!
INC!
0.4178! 0.4799! >0.0787! >0.4437! 1! >0.1679! >0.5363! 0.5186! 0.5658! 0.2625! 0.1784! 0.1347! 0.1739! 0.2058! 0.3698! 0.3835!
0.002! 0.000! 0.579! 0.001! >! 0.234! 0.000! 0.000! 0.000! 0.060! 0.206! 0.341! 0.218! 0.143! 0.007! 0.005!
ING!
>0.1408! >0.5021! >0.2412! 0.1148! >0.2848! 1! 0.5539! 0.3159! >0.4783! 0.3528! >0.7308! >0.7760! 0.1543! >0.6532! >0.3831! 0.0189!
0.319! 0.000! 0.085! 0.418! 0.041! >! 0.000! 0.023! 0.000! 0.010! 0.000! 0.000! 0.275! 0.000! 0.005! 0.895!
PDI!
>0.3338! >0.5501! >0.2269! 0.1269! >0.4443! 0.6246! 1! >0.2262! >0.6254! 0.0412! >0.4585! >0.4483! 0.0805! >0.3553! >0.2012! >0.2586!
0.016! 0.000! 0.106! 0.370! 0.001! 0.000! >! 0.107! 0.000! 0.772! 0.001! 0.001! 0.571! 0.010! 0.153! 0.064!
HUM!
0.3538! 0.2213! >0.2037! >0.4014! 0.4800! 0.2407! >0.1640! 1! 0.2743! 0.3072! >0.2721! >0.3144! 0.0869! >0.2791! 0.0755! 0.4146!
0.010! 0.115! 0.148! 0.003! 0.000! 0.086! 0.245! >! 0.049! 0.027! 0.051! 0.023! 0.540! 0.045! 0.595! 0.002!
UAI!
0.5643! 0.7487! >0.0565! >0.1661! 0.5134! >0.6303! >0.6061! 0.1875! 1! >0.0710! 0.4497! 0.4434! 0.0189! 0.2491! 0.3911! 0.2123!
0.000! 0.000! 0.691! 0.239! 0.000! 0.000! 0.000! 0.183! >! 0.617! 0.001! 0.001! 0.894! 0.075! 0.004! 0.131!
GROWTH!
>0.1749! >0.2641! 0.0527! >0.0366! 0.1971! 0.2895! 0.0225! 0.2505! >0.1206! 1! >0.1202! >0.3087! 0.1573! >0.2544! >0.3171! 0.0527!
0.215! 0.059! 0.711! 0.797! 0.161! 0.037! 0.874! 0.073! 0.395! >! 0.396! 0.026! 0.265! 0.069! 0.022! 0.711!
LNGDP2007!
0.0329! 0.2977! 0.1398! 0.0385! 0.1629! >0.6728! >0.3856! >0.3664! 0.3832! >0.0267! 1! 0.9659! 0.0577! 0.7045! 0.2939! 0.0095!
0.817! 0.032! 0.323! 0.787! 0.249! 0.000! 0.005! 0.008! 0.005! 0.851! >! 0.000! 0.684! 0.000! 0.035! 0.947!
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PER!
(cont.)(
FUT!
(cont.)!
GEN!
(cont.)!
ASS!
(cont.)!
INC!
(cont.)!
ING!
(cont.)!
PDI!
(cont.)!
HUM!
(cont.)!
UAI!
(cont.)!
GROWTH!
(cont.)!
LNGDP2007!
(cont.)!
LNGDP1997!
(cont.)!
CAP!
(cont.)!
EDU!
(cont.)!
TEC!
(cont.)!
LAB!
(cont.)!
LNGDP1997!
0.0746! 0.3485! 0.1159! 0.0389! 0.1202! >0.7102! >0.3729! >0.3957! 0.3935! >0.2498! 0.9732! 1! 0.1028! 0.7272! 0.3587! >0.0047!
0.599! 0.011! 0.413! 0.784! 0.396! 0.000! 0.007! 0.004! 0.004! 0.074! 0.000! >! 0.468! 0.000! 0.009! 0.973!
CAP!
0.2221! 0.2039! >0.0568! >0.0264! 0.2218! 0.1923! 0.0606! 0.1675! 0.0643! 0.1681! 0.0662! 0.0456! 1! >0.0295! 0.1178! 0.1336!
0.114! 0.147! 0.689! 0.853! 0.114! 0.172! 0.669! 0.235! 0.651! 0.234! 0.641! 0.748! >! 0.835! 0.406! 0.345!
EDU!
0.0786! 0.2615! 0.1358! >0.0220! 0.2263! >0.6306! >0.3393! >0.2844! 0.2673! >0.2865! 0.7048! 0.7400! >0.0899! 1! 0.3560! >0.1658!
0.580! 0.061! 0.337! 0.877! 0.107! 0.000! 0.014! 0.041! 0.055! 0.040! 0.000! 0.000! 0.526! >! 0.010! 0.240!
TEC!
0.3609! 0.4919! 0.0511! >0.1034! 0.3790! >0.1530! >0.1146! 0.3515! 0.2956! >0.2714! 0.1038! 0.1720! 0.2342! 0.1971! 1! 0.3146!
0.009! 0.000! 0.719! 0.466! 0.006! 0.279! 0.419! 0.011! 0.033! 0.052! 0.464! 0.223! 0.095! 0.161! >! 0.023!
LAB!
0.1892! 0.2673! >0.0700! >0.2469! 0.3735! >0.0445! >0.2713! 0.4154! 0.2405! 0.2880! >0.0214! >0.0657! 0.2409! >0.1518! 0.2347! 1!
0.179! 0.055! 0.622! 0.078! 0.006! 0.754! 0.052! 0.002! 0.086! 0.038! 0.881! 0.643! 0.085! 0.283! 0.094! >!Table!6.3!presents!the!Spearman’s!(top!right)!and!Pearson’s!(bottom!left)!correlations!and!p>values!for!each!of!the!variables!analysed!in!this!chapter.!The!variables!are!defined!as!follows!PER! GLOBE’s!Performance!Orientation!index!for!each!nation.!FUT! GLOBE’s!Future!Orientation!index!for!each!nation.!GEN! GLOBE’s!Gender!Egalitarianism!index!for!each!nation.!ASS! GLOBE’s!Assertiveness!index!for!each!nation.!INC! GLOBE’s!Institutional!Collectivism!index!for!each!nation.!ING! GLOBE’s!In>Group!Collectivism!index!for!each!nation.!PDI! GLOBE’s!Power!Distance!index!for!each!nation.!HUM! GLOBE’s!Humane!Orientation!index!for!each!nation.!UAI! GLOBE’s!Uncertainty!Avoidance!index!for!each!nation.!GROWTH! Growth!in!real!GDP!per!capita!of!each!nation!from!1998>2007.!Obtained!from!the!Penn!World!Tables!7.1.!LNGDP2007! Natural!log!of!real!GDP!per!capita!of!each!nation!in!2007.!Obtained!from!the!Penn!World!Tables!7.1.!LNGDP1997! Natural!log!of!real!GDP!per!capita!of!each!nation!in!1997.!Obtained!from!the!Penn!World!Tables!7.1.!CAP! Capital!Formation!as!a!percentage!of!GDP!for!each!nation!in!1997.!Obtained!from!the!World!Bank.!EDU! Percentage!of!Tertiary!Enrolments!in!each!nation!for!earliest!available!year!from!1997>2004.!Obtained!from!the!World!Bank.!TEC! High!Technology!Exports!as!a!percentage!of!Manufactured!Exports!for!each!nation!for!the!earliest!available!year!from!1997>2000.!Obtained!from!the!World!Bank.!LAB! Employment!to!population!ratio!of!each!nation!in!1997.!Obtained!from!the!World!Bank.!
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The! correlation!matrix! reports! numerous! significant! correlations! between! the!GLOBE!institutional!indices.!The!existence!of!these!correlations!is!acknowledged!within!the!GLOBE!study,!hence!they!are!not!examined!further!by!this!chapter.!!
6.3.6$CONCLUSION$!This!section!achieved!three!objectives.!The!first!was!achieved!in!Subsection!6.3.2!by!developing!the!hypotheses!that!this!chapter!tests.!The!second!was!to!outline!the! testing! procedure! used! by! this! chapter,! which! included! the! model!development! (Subsection! 6.3.3)! and! the! sample! selection! process! (Subsection!6.3.4).! The! third! objective,! achieved! in! Subsection! 6.3.5,! was! to! review! the!descriptive!statistics.!!
6.4$ANALYSIS$AND$RESULTS$!
6.4.1$INTRODUCTION$!This! analysis! and! results! section! has! two! objectives.! The! first,! achieved! in!Subsection! 6.4.2,! is! to! undertake! a! univariate! analysis! to! examine! the!relationship! between! each! of! the! variables! and! economic! development.! The!second,! achieved! in! Subsection! 6.4.3,! is! to! use! the! models! developed! by! this!chapter!to!test!each!of!the!five!hypotheses.!!!!
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6.4.2$UNIVARIATE$ANALYSIS$!The!univariate!analysis!breaks! the!sample! into! three!groups!according! to!each!nation’s! level! of! economic! development,! as! determined! by! the! International!Monetary!Fund!(2013).!The!groups!are!defined!as!follows:!! “Advanced!economies![AEs]!comprise!the!member!economies!of!the!Organization! for! Economic! Cooperation! and! Development! before!1990,! with! the! exception! of! Turkey.! The! other! economies! are!classified!as!EMDEs![Emerging!Markets!and!Developing!Economies].!At! any! given! time,! LICs! (Low! Income! Countries)! are! defined! as!economies! in!which! output! per! capita,! averaged! over! the! previous!five! years,! is! lower! than! the! corresponding! low\income! threshold,!which!is!time!varying”!(International!Monetary!Fund!2013,!p122).!!!Following!the!IMF!classifications,!all!LICs!are!also!EMDEs.!For!details!on!how!to!calculate! the! low\income! threshold! refer! to! Appendix! 4.1! of! the! cited! IMF!publication.!!Table!6.4!presents! the!means!and!standard!deviations!of! each!variable! for! the!entire!sample!and!each!of!the!three!development!groups.!!!!!
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Table$6.4:$Breakdown$of$Sample$
!
!
Overall!
Mean!
Overall!
StDev!
AEs! EMDEs! LICs!
!
Mean! StDev! Mean! StDev! Mean! StDev!
G
LO
BE
!P
RA
CT
IC
ES
!
PER! 4.058! 0.412! 4.148! 0.437! 3.948! 0.384! 4.246! 0.381!
FUT! 3.778! 0.441! 4.051! 0.464! 3.604! 0.374! 3.746! 0.281!
GEN! 3.387! 0.383! 3.413! 0.282! 3.407! 0.438! 3.239! 0.401!
ASS! 4.110! 0.358! 4.069! 0.398! 4.127! 0.329! 4.150! 0.405!
INC! 4.246! 0.429! 4.326! 0.510! 4.155! 0.386! 4.393! 0.307!
ING! 5.165! 0.733! 4.418! 0.642! 5.499! 0.396! 5.800! 0.281!
PDI! 5.168! 0.395! 4.967! 0.429! 5.317! 0.291! 5.111! 0.459!
HUM! 4.130! 0.459! 3.973! 0.447! 4.096! 0.380! 4.664! 0.435!
UAI! 4.072! 0.580! 4.509! 0.569! 3.807! 0.452! 3.970! 0.391!
!
GROWTH! 5.802! 2.676! 4.400! 0.850! 6.759! 3.167! 5.718! 2.310!
LNGDP2007! 9.642! 0.956! 10.506! 0.184! 9.445! 0.781! 8.185! 0.382!
CO
N
TR
O
LS
! LNGDP1997! 9.078! 0.986! 10.039! 0.190! 8.810! 0.758! 7.638! 0.411!
CAP! 23.184! 6.571! 21.382! 3.179! 24.996! 7.947! 20.827! 5.808!
EDU! 34.631! 18.971! 53.220! 11.974! 26.420! 14.351! 18.496! 10.808!
TEC! 13.983! 13.559! 18.176! 10.843! 10.656! 11.232! 16.036! 23.986!
LAB! 56.462! 8.541! 54.922! 7.089! 57.159! 9.205! 57.729! 9.963!Table!6.4!presents!the!means!and!standard!deviations!of!each!of!the!variables.!The!sample!in!broken!into!three!groups:!Advanced!Economies!(AEs),!Emerging!Markets!and!Developing!Economies!(EMDEs)!and!Low!Income!Countries!(LICs),!based! on! the! classifications! used! by! the! International!Monetary! Fund! (2013).!Note! that! all! LICs! are! also! EMDEs.! The!variables!are!defined!as!follows:!PER! GLOBE’s!Performance!Orientation!index!for!each!nation.!FUT! GLOBE’s!Future!Orientation!index!for!each!nation.!GEN! GLOBE’s!Gender!Egalitarianism!index!for!each!nation.!ASS! GLOBE’s!Assertiveness!index!for!each!nation.!INC! GLOBE’s!Institutional!Collectivism!index!for!each!nation.!ING! GLOBE’s!In\Group!Collectivism!index!for!each!nation.!PDI! GLOBE’s!Power!Distance!index!for!each!nation.!HUM! GLOBE’s!Humane!Orientation!index!for!each!nation.!UAI! GLOBE’s!Uncertainty!Avoidance!index!for!each!nation.!GROWTH! Growth!in!real!GDP!per!capita!of!each!nation!from!1998\2007.!Obtained!from!the!Penn!World!Tables!7.1.!LNGDP2007! Natural!log!of!real!GDP!per!capita!of!each!nation!in!2007.!Obtained!from!the!Penn!World!Tables!7.1.!LNGDP1997! Natural!log!of!real!GDP!per!capita!of!each!nation!in!1997.!Obtained!from!the!Penn!World!Tables!7.1.!CAP! Capital!Formation!as!a!percentage!of!GDP!for!each!nation!in!1997.!Obtained!from!the!World!Bank.!EDU! Percentage!of!Tertiary!Enrolments!in!each!nation!for!earliest!available!year!from!1997\2004.!Obtained!from!the!World!Bank.!TEC! High! Technology! Exports! as! a! percentage! of! Manufactured! Exports! for! each! nation! for! the! earliest!available!year!from!1997\2000.!Obtained!from!the!World!Bank.!LAB! Employment!to!population!ratio!of!each!nation!in!1997.!Obtained!from!the!World!Bank.!!Table! 6.5! presents! the! results! of! the! univariate! analysis.! The! table! shows! the!difference!in!mean!for!each!variable!across!the!development!groups,!along!with!Welch’s!(1947)!t\statistic!and!Satterthwaite’s!(1946)!degrees!of!freedom.!!!!
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Table$6.5:$Univariate$Analysis$
!
!
AE9EMDE! AE9LIC! EMDE9LIC!
!
Diff! T9Stat! DF! Diff! T9Stat! DF! Diff! T9Stat! DF!
G
LO
BE
!P
RA
CT
IC
ES
!
PER! 0.200! 1.579! 33! @0.097! @0.550! 12! @0.298! @1.837*! 9!
FUT! 0.447! 3.419***! 31! 0.305! 2.005*! 18! @0.142! @1.108! 12!
GEN! 0.006! 0.055! 42! 0.175! 1.055! 8! 0.169! 0.973! 10!
ASS! @0.058! @0.512! 31! @0.081! @0.449! 10! @0.023! @0.136! 8!
INC! 0.171! 1.211! 29! @0.067! @0.399! 18! @0.238! @1.727! 11!
ING! @1.081! @6.387***! 25! @1.382! @7.482***! 22! @0.301! @2.303**! 12!
PDI! @0.350! @3.034***! 27! @0.145! @0.721! 10! 0.206! 1.127! 7!
HUM! @0.123! @0.956! 32! @0.691! @3.539***! 11! @0.568! @3.158**! 8!
UAI! 0.702! 4.388***! 30! 0.539! 2.701**! 16! @0.163! @0.948! 10!
! GROWTH! @2.359! @3.677***! 31! @1.318! @1.471! 6! 1.041! 0.978! 12!
LNGDP2007! 1.061! 6.782***! 30! 2.321! 15.403***! 7! 1.260! 6.051***! 20!
CO
N
TR
O
LS
! LNGDP1997! 1.228! 8.048***! 30! 2.400! 14.834***! 7! 1.172! 5.496***! 17!
CAP! @3.614! @2.122**! 36! 0.555! 0.239! 7! 4.169! 1.558! 12!
EDU! 26.800! 6.787***! 40! 34.724! 6.994***! 12! 7.924! 1.607! 12!
TEC! 7.520! 2.247**! 37! 2.140! 0.227! 6! @5.380! @0.577! 6!
LAB! @2.237! @0.919! 41! @2.806! @0.681! 8! @0.569! @0.137! 8!Table! 6.5! presents! the! univariate! analysis! between! Advanced! Economies! (AEs),! Emerging! Markets! and! Developing!Economies!(EMDEs)!and!Low!Income!Countries!(LICs).!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!two\tailed!test.!The!variables!are!defined!as!follows:!PER! GLOBE’s!Performance!Orientation!index!for!each!nation.!FUT! GLOBE’s!Future!Orientation!index!for!each!nation.!GEN! GLOBE’s!Gender!Egalitarianism!index!for!each!nation.!ASS! GLOBE’s!Assertiveness!index!for!each!nation.!INC! GLOBE’s!Institutional!Collectivism!index!for!each!nation.!ING! GLOBE’s!In\Group!Collectivism!index!for!each!nation.!PDI! GLOBE’s!Power!Distance!index!for!each!nation.!HUM! GLOBE’s!Humane!Orientation!index!for!each!nation.!UAI! GLOBE’s!Uncertainty!Avoidance!index!for!each!nation.!GROWTH! Growth!in!real!GDP!per!capita!of!each!nation!from!1998\2007.!Obtained!from!the!Penn!World!Tables!7.1.!LNGDP2007! Natural!log!of!real!GDP!per!capita!of!each!nation!in!2007.!Obtained!from!the!Penn!World!Tables!7.1.!LNGDP1997! Natural!log!of!real!GDP!per!capita!of!each!nation!in!1997.!Obtained!from!the!Penn!World!Tables!7.1.!CAP! Capital!Formation!as!a!percentage!of!GDP!for!each!nation!in!1997.!Obtained!from!the!World!Bank.!EDU! Percentage!of!Tertiary!Enrolments!in!each!nation!for!earliest!available!year!from!1997\2004.!Obtained!from!the!World!Bank.!TEC! High! Technology! Exports! as! a! percentage! of! Manufactured! Exports! for! each! nation! for! the! earliest!available!year!from!1997\2000.!Obtained!from!the!World!Bank.!LAB! Employment!to!population!ratio!of!each!nation!in!1997.!Obtained!from!the!World!Bank.!!Table! 6.5! finds! no! evidence! to! support!H6.1,! as! the! relationship! between! PER!and! a! nation’s! wealth! appears! to! be! negative,! but! this! relationship! is! only!significant!at!the!less!than!10%!level!when!comparing!EMDE’s!and!LIC’s.!H6.2!is!also! not! supported,! as! there! is! a! significant! positive! relationship! between! a!nation’s! level! of! Future! Orientation! and! its! level! of! development.! There! is! no!
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evidence! to! support! H6.3! and! H6.4,! as! neither! ASS! nor! INC! vary! significantly!amongst! the! development! groups.! Support! is! found! for! H6.5,! as! UAI! is!significantly!higher!in!AE’s!than!in!either!EMDE’s!or!LIC’s.!!!Table! 6.5! gives! an! indication! that! some! of! the! GLOBE! indices! have! non\linear!relationships!with!economic!development,!as! the!difference! in!means! for!some!of!the!indices!swap!from!being!positive!to!negative!across!development!groups.!The! multivariate! analysis! will! therefore! include! testing! for! non\linearities! to!ensure!that!the!models!identify!all!non\linear!relationships.!!Table! 6.5! finds! further! evidence! of! a! negative! relationship! between! economic!development!and!each!of!ING,!PDI!and!HUM.!!!
6.4.3$MULTIVARIATE$ANALYSIS$!Table! 6.6! presents! the! results! of! the! multivariate! analysis! examining! the!relationship! between! the! GLOBE! indices! and! economic! growth! and!development.!!!!!!!!
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Table$6.6:$Multivariate$Analysis$
! ! Model$6.1$ Model$6.2$ Model$6.3$ Model$6.3$(Robust)$ Model$6.4$!! !! GROWTH! LNGDP2007! GROWTH! GROWTH!! LNGDP2007!
constant! !! \9.3036!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.238)! \0.5162 !!!!!!!!!!!!!!!!!(\0.767)! 441.229!!!!!!!!!!!!!!!!(2.352)**! 441.229!!!!!!!!!!!!!!!!(2.736)***! 0.8295!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.285)!PER! H6.1+! \1.6714!!!!!!!!!!!!!!!!!!!!!!!!(\1.640)! \0.1550!!!!!!!!!!!!!!!!!!!!!(\1.698)*! \359.240!!!!!!!!!!!!!!!!!!!!!!!!(\2.521)**! \359.240!!!!!!!!!!!!!!!!!!!!!!!!(\2.913)***! \3.1838!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.634)**!FUT! H6.2\! \2.7501!!!!!!!!!!!!!!!!!!!!!!!!(\2.232)**! \0.2210!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.002)*! \1.7240!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.679)! \1.7240 !!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.541)! \0.1578 !!!!!!!!!!!!!!(\1.552)!ASS! H6.3+! 2.3620!!!!!!!!!!!!!!!!!!!!!!!!!(2.255)**! 0.2097!!!!!!!!!!!!!!!!!!!!!!!(2.234)**! 1.7949!!!!!!!!!!!!!!!!(2.068)**! 1.7949!!!!!!!!!!!!!!!!(1.917)*! 0.1526!!!!!!!!!!!!!!!!!!!!!!!!(1.712)*!INC! H6.4+! 3.5873!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.411)***! 0.2915 !!!!!!!!!!!!!!!!!!!!(3.092)***! 42.5423!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(4.192)***! 42.5423 !!!!!!!!!!!!!!!!!!!!!!!!!!!!(5.208)***! 3.0440 !!!!!!!!!!!!!!!!!!!!!!!!!(2.976)***!UAI! H6.5+! 0.8587!!!!!!!!!!!!!!!!!!!!(0.908)! 0.1031!!!!!!!!!!!!!!!!!!!!(1.216)! \0.1156!!!!!!!!!!!!!!!!!!!(\0.146)! \0.1156!!!!!!!!!!!!!!!!!!!(\0.173)! 0.0325!!!!!!!!!!!!!!!!!!!!!!!!!!(0.410)!PER!! H6.1! \! \! 83.5814!!!!!!!!!!!!!!!!!!!!!!(2.384)**! 83.5814!!!!!!!!!!!!!!!!!!!!!!(2.752)***! 0.3671!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.482)**!PER!! H6.1! \! \! \6.4512!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.257)**! \6.4512!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.612)**! \!INC!! H6.4! \! \! \4.4541!!!!!!!!!!!!!!!!!!!!!(\3.838)***! \4.4541!!!!!!!!!!!!!!!!!!!!!(\5.056)***! \0.3153!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.698)**!CAP! !! 0.0678!!!!!!!!!!!!!!!!!!!!!!!!!!(1.323)! 0.0040!!!!!!!!!!!!!!!!!!!!!!!!(0.860)! \0.7606!!!!!!!!!!!!!!!!!!!!!!!(\2.814)***! \0.7606!!!!!!!!!!!!!!!!!!!!!!!(\2.786)***! \0.0549!!!!!!!!!!!!!!!!!!!!!!!(\1.984)*!CAP!! !! \! \! 0.0140!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.757)***! 0.0140 !!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.973)***! 0.0011 !!!!!!!!!!!!!!!!!!(2.078)**!EDU! !! \0.0271!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.036)! \0.0015!!!!!!!!!!!!!!!!!!!!(\0.633)! \0.0238!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.101)! \0.0238!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.903)! \0.0010!!!!!!!!!!!!!!!!!!!!!!!!(\0.478)!TEC! !! \0.0500!!!!!!!!!!!!!!!!!!!!!!(\1.842)*! \0.0046!!!!!!!!!!!!!!!!!!!!!!(\1.906)*! \0.0465!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.091)**! \0.0465!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.156)**! \0.0041!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.801)*!LAB! !! 0.0830!!!!!!!!!!!!!!!!!!!!!!!!!!(2.033)**! 0.0050!!!!!!!!!!!!!!!!!!!(1.366)! \0.5537!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.767)*! \0.5537!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.580)! 0.0015!!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.431)!LAB!! !! \! \! 0.0053!!!!!!!!!!!!!!!!!!!!!!!!!(1.916)*! 0.0053!!!!!!!!!!!!!!!!!!!!!!!!!(1.847)*! \!LNGDP1997! !! \0.0863!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.166)! 0.9744!!!!!!!!!!!!!!!!!!!!!!!!!(20.96)***! 0.1450!!!!!!!!!!!!!!!!!!!!!!!(0.344)! 0.1450!!!!!!!!!!!!!!!!!!!!!!!(0.245)! 0.9846!!!!!!!!!!!!!!!!!!!!!!!!!(23.16)***!n! !! 52! 52! 52! 52! 52!R!! !! 0.479883! 0.967279! 0.717962! 0.717962! 0.975304!Adj − R!! !! 0.353026! 0.959298! 0.600446! 0.600446! 0.966855!P\value!(F)! !! 0.001149! 0.000000! 0.000004! 0.000004! 0.000000!Akaike! !! 236.9459! \13.92012! 215.1213! 215.1213! \22.55069!Table!6.6!presents!the!results!of!the!regressions!examining!the!extent!to!which!the!GLOBE!indices!explain!differences!in!economic! growth! and! development! across! countries.! Model! 6.1! and! Model! 6.2! present! the! results! of! the! models!developed!in!Subsection!6.3.3.!Models!6.3!and!6.4!account!for!non\linearities!found!in!Models!6.1!and!6.2!respectively.!The!dependent!variable!for!Models!6.1!and!6.3!is!GROWTH,!which!is!the!compounded!growth!rate!of!each!nation’s!real!GDP! per! capita! from! 1998\2007,! calculated! using! data! from! the! Penn!World! Tables! 7.1.! The! dependent! variable! for!Models!6.2! and!6.4! is!LNGDP2007,!which! is! the!natural! log!of! real!GDP!per! capita!of! each!nation! for!2007,! calculated!using!data!from!the!Penn!World!Tables!7.1.!The!table!presents!the!coefficient!for!each!variable,!along!with!the!t\ratio.!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!one\tailed!test.!The!variables!are!defined!as!follows:!PER! GLOBE’s!Performance!Orientation!index!for!each!nation.!FUT! GLOBE’s!Future!Orientation!index!for!each!nation.!ASS! GLOBE’s!Assertiveness!index!for!each!nation.!INC! GLOBE’s!Institutional!Collectivism!index!for!each!nation.!UAI! GLOBE’s!Uncertainty!Avoidance!index!for!each!nation.!
! ! Page!184!
!
LNGDP1997! Natural!log!of!real!GDP!per!capita!of!each!nation!in!1997.!Obtained!from!the!Penn!World!Tables!7.1.!CAP! Capital!Formation!as!a!percentage!of!GDP!for!each!nation!in!1997.!Obtained!from!the!World!Bank.!EDU! Percentage!of!Tertiary!Enrolments!in!each!nation!for!earliest!available!year!from!1997\2004.!Obtained!from!the!World!Bank.!TEC! High! Technology! Exports! as! a! percentage! of! Manufactured! Exports! for! each! nation! for! the! earliest!available!year!from!1997\2000.!Obtained!from!the!World!Bank.!LAB! Employment!to!population!ratio!of!each!nation!in!1997.!Obtained!from!the!World!Bank.!!Model!6.1! finds!support! for!H6.2,!as!FUT! is!negative!and!significant!at! the! less!than!5%! level.!H6.3! is! also! supported,! as!ASS! is! positive! and! significant! at! the!less!than!5%!level.!H6.4!finds!strong!support!in!the!model,!as!INC!is!positive!and!significant! at! the! less! than! 1%! level.! H6.1! and!H6.5! are! not! supported! by! the!model,!as!PER!and!UAI!are!not!significant!at!the!standard!significance!levels.!!Unlike!Model!6.1,!Model!6.2!finds!weak!evidence!against!H6.1,!as!PER!is!negative!but!only!significant!at!the!less!than!10%!level.!The!evidence!to!support!H6.2!is!also!weaker,!as!while!FUT!remains!negative,!it!is!only!significant!at!the!less!than!10%!level.!Model!6.2!found!similar!evidence!as!Model!6.1!in!favour!of!H6.3!and!H6.4,!and!found!no!evidence!to!support!H6.5.!!!Following!on! from!the!discussion! in!Subsection!6.4.2,!Models!6.1!and!6.2!were!tested! for! non\linearities.! PER,! INC! and! CAP! were! found! to! have! non\linear!relationships! with! both! dependent! variables,! while! LAB! was! found! to! have! a!non\linear! relationship! with! GROWTH.! Models! 6.1! and! 6.2! are! therefore! re\estimated! with! additional! variables! to! account! for! these! non\linearities! as!Models!6.3!and!6.4!respectively.!!Model!6.3!extends!Model!6.1!by!accounting! for!non\linearities.!The!model!was!found! to! suffer! from! heteroskedasticity,! so! it! is! re\estimated! using! robust!
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standard! errors! as! ‘Model! 6.3! (Robust)’.! Models! 6.3! and! 6.3! (Robust)! yield!almost! identical! results,! so! both!will! be! discussed! together.! Unlike!Model! 6.1,!these!models!find!no!support!for!H6.2,!as!FUT!is!not!significant!in!either!model.!Model! 6.3! finds! support! for!H6.3,! as!ASS! is! positive! and! significant! at! the! less!than!5%!significance!level.!However,!this!significance!drops!to!the!10%!level!in!Model!6.3!(Robust).!!Models! 6.3! and! 6.3! (robust)! find! strong! evidence! of! non\linear! relationships!between!economic!growth!and!both!PER!and!INC.!Nations!with!an!institutional!environment!with! high! or! low!values! of! PER! (scores! less! than!4.02! or! greater!than! 4.61)! can! increase! their! level! of! economic! growth! by! reducing! their!Performance! Orientation,! while! nations! with! a! moderate! level! of! PER! (scores!between!4.02!and!4.61)!can!increase!their!economic!growth!by!increasing!their!Performance! Orientation.! Nations! with! INC! scores! below! (above)! 4.77! can!increase! their! rate! of! economic! growth! by! increasing! (decreasing)! their!Institutional! Collectivism21.! Once! again,! there! is! no! evidence! to! support! H6.5.!Models!6.3!and!6.3!(robust)!outperform!Model!6.1,!as!they!have!higher!adjusted!R2’s!and!lower!Akaike!criterion!scores.!!Model! 6.4! extends! Model! 6.2! by! accounting! for! non\linearities.! The! model!produces!similar!results!to!Models!6.3!and!6.3!(Robust).!The!major!difference!is!that! PER! is! only! included! as! a! squared! and! not! cubic! term,! as! dictated! by! the!nonlinearity! testing.! Model! 6.4! finds! that! nations! with! a! PER! scores! below!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!21!Sweden!(5.22),!South!Korea!(5.20),!Japan!(5.19),!New!Zealand!(4.81)!and!Denmark!(4.80)!are!the!only!nations!in!the!sample!with!INC!scores!above!4.77!
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(above)! 4.34! can! increase! their! level! of! economic! growth! by! reducing!(increasing)! their! Performance! Orientation.! In! a! similar! finding! to! Model! 6.3,!nations!with!INC!scores!below!(above)!4.83!can!increase!their!level!of!economic!development! by! increasing! (decreasing)! their! Institutional! Collectivism.!Model!6.4! outperforms! Model! 6.2,! as! it! has! a! higher! adjusted! R2! and! lower! Akaike!criterion!score.!!Each!model!was!tested!for!misspecifications,!collinearity,!normality!of!residuals!and! heteroskedasticity.! As! expected,! there! is! evidence! of! colinearity! between!PER,!PER2,!PER3,! INC,! INC2,!CAP,!CAP2,!EDU!and!EDU2!when!the!non\linearities!are!added!to!the!model.!There!is!no!evidence!of!exact!collinearity!between!any!of!these!variables,!hence!the!assumptions!necessary!for!cross\sectional!regression!modelling!stand.!There!is!evidence!that!Model!6.1!is!misspecified,!as!it!fails!the!Ramsey!RESET!test!(Ramsey!1969).!This!emphasises!the!importance!of!the!non\linearities!included!in!Model!6.3!and!6.3!(robust).!The!only!other!concern!is!that!the!residuals!in!Model!6.1!may!not!follow!a!normal!distribution.!Model!6.1!was!re\estimated!using!robust!standard!errors!to!account!for!this!problem,!the!only!impact! on! the! variables! tested! being! that! ASS!was! only! significant! at! the! less!than! 10%! level.! However,! the! usefulness! of! this! finding! is! questionable! as! the!model!fails!the!Ramsey!RESET!test.!!!!!!
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6.4.4$CONCLUSION$!The!empirical!analysis!found!no!evidence!to!support!H6.1.!It!did,!however,!find!evidence! of! a! non\linear! relationship! between! Performance! Orientation! and!both!economic!growth!and!development.!The!exact!nature!of!this!relationship!is!difficult! to! interpret,! as! it! differs! for! both! economic! growth! and! development.!There! is! a! tendency,! however,! whereby! nations! with! below! average! levels! of!Performance!Orientation!can! increase!their!economic!prosperity!by!decreasing!the!Performance!Orientation!in!their!institutional!environment.!!H6.2!is!not!supported!by!the!testing!in!this!section.!The!univariate!analysis!found!evidence! that! Advanced! Economies! tended! to! have! higher! levels! of! Future!Orientation! than! Emerging! Markets! and! Developing! Economies.! The!multivariate! analysis! only! found! weak! evidence! of! a! negative! relationship!between!Future!Orientation! and!Economic!Development.! Section!6.4! therefore!fails!to!find!support!for!this!hypothesis.!!H6.3! is! supported! in! the!multivariate!analysis,! as!each!model! finds! that!higher!levels! of! Assertiveness! explain! higher! levels! of! economic! growth! and!development! across! nations.! The! statistical! importance! of! this! relationship! is,!however,!weakened!by!the!inclusion!of!non\linearities!in!the!models.!!!H6.4! finds! strong! support! in! the! multivariate! analysis,! as! higher! levels! of!Institutional! Collectivism! explain! higher! levels! of! economic! growth! and!development! in!nations.!The!exception! is!nations!with!extremely!high! levels!of!
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Institutional!Collectivism,!namely!Sweden,!South!Korea,!Japan,!New!Zealand!and!Denmark.!The!results!suggest!that!these!nations!may!be!economically!better!off!if!they!had!a!lower!level!of!Institutional!Collectivism.!!H6.5! is! supported! by! the! univariate! analysis,! which! finds! that! Advanced!Economies! have! significantly! higher! levels! of! Uncertainty! Avoidance! than!Emerging!Markets!and!Developing!Economies.!H6.5,!however,! is!not!supported!by! the! multivariate! analysis,! which! suggests! that! Uncertainty! Avoidance! does!not!explain!differences!in!economic!growth!or!development!across!nations.!!!
6.5$ROBUSTNESS$ANALYSIS$!
6.5.1$INTRODUCTION$!Section! 6.4! presented! and! interpreted! the! results! of! the! univariate! and!multivariate! analyses! used! to! test! the! hypotheses! of! this! chapter.! This! section!undertakes! robustness! tests! of! the!multivariate! analysis.! The! robustness! tests!proceed! as! follows:! Subsection! 6.5.2! includes! In\Group! Collectivism,! Gender!Egalitarianism,! Humane! Orientation,! and! Power! Distance! into! each! model! to!determine! whether! they! explain! differences! in! economic! growth! and!development! across! nations.! Subsection! 6.5.3! identifies! and! removes! outliers!from!each!model.! Subsection!6.5.4!eliminates! the!effect!of! the!Global!Financial!Crisis!from!the!models!by!adjusting!the!analysed!timeframe.!Subsection!6.5.5!re\estimates!each!model!using!the!regression!predicted!indices!in!the!GLOBE!study.!Subsection!6.5.6!concludes!this!robustness!analysis.!
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6.5.2$THE$OTHER$GLOBE$VARIABLES$!Subsection! 6.3.2! hypothesised! that! only! five! of! the! nine! GLOBE! indices! drive!economic! performance! in! a! nation.! As! a! result,! the! Gender! Egalitarianism,! In\Group! Collectivism,! Power! Distance,! and! Humane! Orientation! indices! were!excluded!from!the!multivariate!analysis.!This!subsection!re\estimates!each!of!the!models! from! Subsection! 6.4.3,! and! includes! these! indices! to! examine!whether!they! explain! differences! in! economic! growth! or! development! across! nations.!Each!index!is!individually!added!to!each!model,!and!then!finally!all!four!indices!are!added!for!the!fifth!re\estimation.!This!lead!to!twenty\five!new!models,!which!are!not!reported!here.!!Humane! Orientation! is! not! significant! in! any! of! the! ten!models! in! which! it! is!included.!This!suggests!that!this!index!does!not!explain!differences!in!economic!performance!across!nations.!!These!findings,!when!combined!with!the!univariate!analysis,!suggest!that!Humane!Orientation!is!determined!by!economic!outcomes.!This!is!consistent!with!the!discussion!in!Subsection!6.3.2.8.!!!In! Group! Collectivism! is! significant! when! added! individually! to! Model! 6.3!(coefficient=1.23962,!p\value=0.0663),!Model!6.3!(robust)!(coefficient!1.23962,!p\value=0.0481)!and!when!the!other!three!indices!are!also!included!in!Model!6.3!(coefficient=1.30201,! p\value! =! 0.0779)! and! Model! 6.3! (robust)!(coefficient=1.30201,! p\value! =! 0.0774).! Gender! Egalitarianism! is! only!significant!when!all!four!indices!are!added!to!Model!6.3!(coefficient=1.70204,!p\value=0.043)! and! Model! 6.3! (robust)! (coefficient=1.70204,! p\value=0.0344).!
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Power! distance! is! significant! when! added! individually! to! Model! 6.3! (robust)!(coefficient=1.45910,! p\value=0.0636)! and!when! all! four! indices! are! added! to!Model! 6.3! (coefficient=1.8873,! p\value=0.0825)! and! Model! 6.3! (robust)!(coefficient=1.88732,!p\value=0.0538).!Since!these!variables!are!only!significant!in!Model!6.3!and!6.3!(robust)!this!chapter!is!justified!in!excluding!them.!Future!researchers!may!wish!to!determine!whether!these!variables!should!be!included,!or!whether!including!them!is!simply!model!building.!!
6.5.3$OUTLIERS$!This! robustness! test! examines! the! models! estimated! in! Subsection! 6.4.3! to!determine!their!sensitivity!to!outliers.!This!analysis!is!undertaken!by!identifying!the! influential! observations! in! each! model,! then! re\estimating! the! models!without!those!outliers.!The!Philippines!is!the!only!outlier!in!Models!6.1!and!6.2.!Model! 6.3! has! four! outliers:! Greece,! Malaysia,! Qatar! and! Switzerland;! while!Models! 6.4! has! two:! Malaysia! and! South! Korea.! The! re\estimated! models! are!presented!in!Table!6.7.!!
Table$6.7:$Robustness$Test$–$Outliers$
! ! Model$6.1O$ Model$6.2O$ Model$6.3O$ Model$6.4O$
!! !! GROWTH! LNGDP2007! GROWTH! LNGDP2007!
constant! !! \10.3672!!!!!!!!!!!!!!!!(\1.350)! \0.6093!!!!!!!!!!!!!!!!!!!!(\0.885)! 339.270!!!!!!!!!!!!!!!!!!!!!!(1.107)! 1.2888!!!!!!!!!!!!!!!!!!!(0.449)!PER! H6.1+! \1.6853!!!!!!!!!!!!!!!!!!!!!!(\1.645)! \0.1562!!!!!!!!!!!!!!!!!!(\1.701)*! \298.884!!!!!!!!!!!!!!!!!!!!(\1.329)! \3.1846!!!!!!!!!!!!!!!!!!!!(\2.653)**!FUT! H6.2\! \2.7550!!!!!!!!!!!!!!!!!!!!!(\2.225)**! \0.2215!!!!!!!!!!!!!!!!!!!!!!!(\1.995)*! \1.7325!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.491)! \0.1041!!!!!!!!!!!!!!!!!!!!!!!!!(\1.006)!ASS! H6.3+! 2.3553!!!!!!!!!!!!!!!!!(2.237)**! 0.2092!!!!!!!!!!!!!!!!!!!!!(2.216)**! 1.7172!!!!!!!!!!!!!!!!!!!!!!!!(1.817)*! 0.1715!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.859)*!!
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! ! Model$6.1O$(cont.)( Model$6.2O$(cont.)$ Model$6.3O$(cont.)$ Model$6.4O$(cont.)$!! !! GROWTH! LNGDP2007! GROWTH! LNGDP2007!
INC! H6.4+! 3.5881!!!!!!!!!!!!!!!!!!!(3.394)***! 0.2915!!!!!!!!!!!!!!!!!!!!!!!!!(3.076)***! 49.8929!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.751)***! 3.0900!!!!!!!!!!!!!!!!!!!!(2.811)***!UAI! H6.5+! 0.9242!!!!!!!!!!!!!!!!!(0.968)! 0.1088!!!!!!!!!!!!!!!!!!!!!!(1.272)! \0.1444!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.164)! \0.0009!!!!!!!!!!!!!!!!!!!!!(\0.012)!PER!! H6.1! \! \! 69.3928!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.252)! 0.3643!!!!!!!!!!!!!!!!(2.491)**!PER!! H6.1! \! \! \5.3546!!!!!!!!!!!!!!!!!!!!!!(\1.183)! \!INC!! H6.4! \! \! \5.2880!!!!!!!!!!!!!!!!!!!!!!!(\3.510)***! \0.3181!!!!!!!!!!!!!!!!!!!!!(\2.489)**!CAP! !! 0.0716!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.384)! 0.0043!!!!!!!!!!!!!!!!!!!!!!!!(0.923)! \1.0097!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.343)**! \0.1034!!!!!!!!!!!!!!!!!!!!!!!!!(\2.788)***!CAP!! !! \! \! 0.0196!!!!!!!!!!!!!!!!!!!!!!!!!!(2.204)**! 0.0021!!!!!!!!!!!!!!!!!!!!!!!!!(2.854)***!EDU! !! \0.0284!!!!!!!!!!!!!!!!!!!!!!!(\1.079)! \0.0016!!!!!!!!!!!!!!!!!!!!!!(\0.677)! \0.0222!!!!!!!!!!!!!!!!!!!!(\0.971)! 0.0000!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.019)!TEC! !! \0.0645!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.940)*! \0.0059 !!!!!!!!!!!!!!!!!(\1.981)*! \0.0395!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.555)! \0.0031!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.334)!LAB! !! 0.0843!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.053)**! 0.0051!!!!!!!!!!!!!!!!!!!!(1.388)! \0.3644!!!!!!!!!!!!!!!!!!!!!(\0.775)! \0.0007!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.187)!LAB!! !! \! \! 0.0034!!!!!!!!!!!!!!!!!!!!!!!!!(0.793)! \!LNGDP1997! !! 0.0171!!!!!!!!!!!!!!!!!!!!!(0.032)! 0.9835!!!!!!!!!!!!!!!!!!!!!(20.37)***! 0.1125!!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.236)! 0.9750!!!!!!!!!!!!!!!!!!!!!!!(23.32)***!n! !! 51! 51! 48! 50!R!! !! 0.485186! 0.965843! 0.660812! 0.977514!Adj\R!! !! 0.356483! 0.957304! 0.501817! 0.969395!P\value!(F)! !! 0.001243! 0.000000! 0.000350! 0.000000!Akaike! !! 233.0669! \12.94015! 203.2901! \23.67950!Table!6.7!presents!the!results!of!the!regressions!excluding!outliers.!The!dependent!variable!for!Models!6.1O!and!6.3O!is!GROWTH,!which!is!the!compounded!growth!rate!of!each!nation’s!real!GDP!per!capita!from!1998\2007,!calculated!using!data! from! the!Penn!World!Tables! 7.1.! The!dependent! variable! for!Models! 6.2O! and!6.4O! is! LNGDP2007,!which! is! the!natural! log!of! real!GDP!per!capita!of!each!nation! for!2007,!calculated!using!data! from!the!Penn!World!Tables!7.1.!The!table!presents!the!coefficient!for!each!variable,!along!with!the!t\ratio.!*,!**!and!***are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!one\tailed!test.!The!variables!are!defined!as!follows:!PER! GLOBE’s!Performance!Orientation!index!for!each!nation.!FUT! GLOBE’s!Future!Orientation!index!for!each!nation.!ASS! GLOBE’s!Assertiveness!index!for!each!nation.!INC! GLOBE’s!Institutional!Collectivism!index!for!each!nation.!UAI! GLOBE’s!Uncertainty!Avoidance!index!for!each!nation.!LNGDP1997! Natural!log!of!real!GDP!per!capita!of!each!nation!in!1997.!Obtained!from!the!Penn!World!Tables!7.1.!CAP! Capital!Formation!as!a!percentage!of!GDP!for!each!nation!in!1997.!Obtained!from!the!World!Bank.!EDU! Percentage!of!Tertiary!Enrolments!in!each!nation!for!earliest!available!year!from!1997\2004.!Obtained!from!the!World!Bank.!TEC! High! Technology! Exports! as! a! percentage! of! Manufactured! Exports! for! each! nation! for! the! earliest!available!year!from!1997\2000.!Obtained!from!the!World!Bank.!LAB! Employment!to!population!ratio!of!each!nation!in!1997.!Obtained!from!the!World!Bank.!!Models!6.1O!and!6.2O!produce!similar!results!to!Models!6.1!and!6.2!respectively.!Thus!the!outliers!do!not!affect!these!models.!
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!An!important!finding!in!Model!6.3O!is!that!PER!is!not!significant.!This!suggests!that!outliers!drove! the! significant! finding!of! a!non\linear! relationship!between!PER! and! GROWTH.! The! interpretation! for! INC! also! changes! slightly! in! Model!6.3O,! as! nations! with! INC! scores! below! (above22)! 4.72! can! increase! their!economic! growth! by! increasing! (decreasing)! their! level! of! Institutional!Collectivism.!!Model!6.4O!produces!similar!results!to!Model!6.4,!thus!the!outliers!do!not!affect!the!conclusions!of!Model!6.4!!Each!of!the!four!models!estimated!in!Table!6.7!was!tested!for!misspecification,!non\linearities,! colinearities,! normality! of! residuals! and! heteroskedasticity.!Models! 6.1O! and! 6.3O! failed! the! Ramsey! RESET! test,! and! hence! may! be!misspecified!(Ramsey!1969).!There!is!also!evidence!that!the!residuals!of!Model!6.1O!are!not!normally!distributed.!As!expected,!there!is!evidence!in!Models!6.1O!and!6.2O!that!PER,!IND!and!CAP!have!a!non\linear!relationship!with!GROWTH,!and!LNGDP2007.! PER,! IND,! CAP,! PER2,! PER3,! IND2! and!CAP2!were! found! to!be!collinear!in!Models!6.3O,!6.3O(Robust)!and!6.4O,!as!expected.!!!!!!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!22!Sweden!(5.22),!South!Korea!(5.20),!Japan!(5.19),!New!Zealand!(4.81)!and!Denmark!(4.80)!and!China!(4.77)!are!the!only!nations!in!the!sample!with!INC!scores!above!4.72!
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6.5.4$GLOBAL$FINANCIAL$CRISIS$!This! robustness! test! removes! the! effect! of! the! 2007!Global! Financial! Crisis! by!ending!the!period!of!analysis!at!2006.!This!changes!the!dependent!variables!of!the! models! from! GROWTH! to! GROWTHA! (economic! growth! between! 1998\2006)!and!LNGDP2007!to!LNGDP2006.!The!new!models!are!estimated!in!Table!6.8.!!
Table$6.8:$Robustness$Test$–$Global$Financial$Crisis$
! ! Model$6.1G$ Model$6.2G$ Model$6.3G$ Model$6.3G$(Robust)$ Model$6.4G$!! !! GROWTHA! LNGDP2006! GROWTHA! GROWTHA!! LNGDP2006!
constant! !! \11.2765!!!!!!!!!!!!!!!!!(\1.403)! \0.5990!!!!!!!!!!!!!!!!!!!!!!!!!(\0.912)! 478.459!!!!!!!!!!!(2.290)**! 478.459!!!!!!!!!!!(2.683)**! 0.6134!!!!!!!!!!!!!!!!!!!!!!(0.211)!PER! H6.1+! \1.7233!!!!!!!!!!!!!!!!!!!(\1.581)! \0.1443!!!!!!!!!!!!!!!!!!!!!!(\1.621)! \390.297!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.458)**! \390.297!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.867)***! \2.8856!!!!!!!!!!!!!!!!!!!(\2.384)**!FUT! H6.2\! \2.7730!!!!!!!!!!!!!!!!!!!!!!!(\2.104)**! \0.1966!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.826)*! \1.7948!!!!!!!!!!!!!!!!!!!!!!(\1.569)! \1.7948!!!!!!!!!!!!!!!!!!!!!!(\1.523)! \0.1410!!!!!!!!!!!!!!!!!!!!(\1.385)!ASS! H6.3+! 2.2949!!!!!!!!!!!!!!!!!!(2.048)**! 0.1826!!!!!!!!!!!!!!!!!!!!(1.994)*! 1.7100!!!!!!!!!!!!!!!!!!!!(1.769)*! 1.7100!!!!!!!!!!!!!!!!!!!!(1.701)*! 0.1303!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.460)!INC! H6.4+! 3.6202!!!!!!!!!!!!!!!!!!!!!!(3.218)***! 0.2611!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.841)***! 43.453!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.843)***! 43.453!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(4.708)***! 2.7371!!!!!!!!!!!!!!!!!(2.673)**!UAI! H6.5+! 0.8383!!!!!!!!!!!!!!!!!!!!!(0.829)! 0.0931!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.126)! \0.1048 !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.119)! \0.1048 !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.149)! 0.0309!!!!!!!!!!!!!!!!!!!!!(0.389)!PER!! H6.1! \! \! 91.1616!!!!!!!!!!!!!!!!!!!!!!!!(2.334)**! 91.1616!!!!!!!!!!!!!!!!!!!!!!!!(2.720)***! 0.3323!!!!!!!!!!!!!!!!!!!!!!!(2.244)**!PER!! H6.1! \! \! \7.0642!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.219)**! \7.0642!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.590)**! \!INC!! H6.4! \! \! \4.5558!!!!!!!!!!!!!!!!!!!!!!!!(\3.524)***! \4.5558!!!!!!!!!!!!!!!!!!!!!!!!(\4.590)***! \0.2836!!!!!!!!!!!!!!!!!!!!!!!(\2.424)**!CAP! !! 0.0801!!!!!!!!!!!!!!!!!!!!!!(1.462)! 0.0044!!!!!!!!!!!!!!!!!!!!!!!!!!(0.979)! \0.7408!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.460)**! \0.7408!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.362)**! \0.0458!!!!!!!!!!!!!!!!!!!!!!(\1.652)!CAP!! !! \! \! 0.0138!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.446)**! 0.0138!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.617)**! 0.0009!!!!!!!!!!!!!!!!!!(1.764)*!EDU! !! \0.0309!!!!!!!!!!!!!!!!!!!!!!!!!(\1.108)! \0.0015!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.677)! \0.0291!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.210)! \0.0291!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.993)! \0.0012!!!!!!!!!!!!!!!!!!!!(\0.550)!TEC! !! \0.0551!!!!!!!!!!!!!!!!!!!!!!!(\1.896)*! \0.0046!!!!!!!!!!!!!!!!!!!!!!!!(\1.941)*! \0.0520!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.099)**! \0.0520!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.915)*! \0.0040!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.791)*!LAB! !! 0.0801!!!!!!!!!!!!!!!!!!!(1.834)*! 0.0040!!!!!!!!!!!!!!!!!!!!!!!!!(1.113)! \0.5283!!!!!!!!!!!!!!!!!!!!!!!(\1.513)! \0.5283!!!!!!!!!!!!!!!!!!!!!!!(\1.457)! 0.0009!!!!!!!!!!!!!!!!!!!!!(0.248)!LAB!! !! \! \! 0.0051!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.639)! 0.0051!!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.657)! \!LNGDP1997! !! 0.1669!!!!!!!!!!!!!!!!!!!(0.3009)! 0.9963!!!!!!!!!!!!!!!!!(21.98)***! 0.4180!!!!!!!!!!!!!!!!!!!!!!!!!!(0.891)! 0.4180!!!!!!!!!!!!!!!!!!!!!!!!!!(0.581)! 1.0054!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(23.62)***!!
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! ! Model$6.1G$(cont.)( Model$6.2G$(cont.)$ Model$6.3G$(cont.)$ Model$6.3G$(Robust)$(cont.)$ Model$6.4G$(cont.)$!! !! GROWTHA! LNGDP2006! GROWTHA! GROWTHA!! LNGDP2006!n! !! 52! 52! 52! 52! 52!R!! !! 0.448016! 0.970052! 0.675368! 0.675368! 0.976171!Adj\R!! !! 0.313386! 0.962748! 0.540105! 0.540105! 0.968019!P\value!(F)! !! 0.003044! 0.000000! 0.000000! 0.000000! 0.000000!Akaike! !! 243.9542! \16.52128! 226.3512! 226.3512! \22.40522!Table! 6.8! presents! the! results! of! the! regressions! removing! the! effects! of! the! Global! Financial! Crisis.! The! dependent!variable! for!Models!6.1G!and!6.3G! is!GROWTHA,!which! is! the! compounded!growth! rate!of! each!nation’s! real!GDP!per!capita!from!1998\2006,!calculated!using!data!from!the!Penn!World!Tables!7.1.!The!dependent!variable!for!Models!6.2G!and!6.4G! is!LNGDP2006,!which! is! the!natural! log!of!real!GDP!per!capita!of!each!nation! for!2006,!calculated!using!data!from! the! Penn!World! Tables! 7.1.! The! table! presents! the! coefficient! for! each! variable,! along!with! the! t\ratio.! *,! **! and!***are! used! to! indicate! significance! at! the! less! than! 10%,! 5%! and! 1%! levels! respectively! for! the! one\tailed! test.! The!variables!are!defined!as!follows:!PER! GLOBE’s!Performance!Orientation!index!for!each!nation.!FUT! GLOBE’s!Future!Orientation!index!for!each!nation.!ASS! GLOBE’s!Assertiveness!index!for!each!nation.!INC! GLOBE’s!Institutional!Collectivism!index!for!each!nation.!UAI! GLOBE’s!Uncertainty!Avoidance!index!for!each!nation.!LNGDP1997! Natural!log!of!real!GDP!per!capita!of!each!nation!in!1997.!Obtained!from!the!Penn!World!Tables!7.1.!CAP! Capital!Formation!as!a!percentage!of!GDP!for!each!nation!in!1997.!Obtained!from!the!World!Bank.!EDU! Percentage!of!Tertiary!Enrolments!in!each!nation!for!earliest!available!year!from!1997\2004.!Obtained!from!the!World!Bank.!TEC! High! Technology! Exports! as! a! percentage! of! Manufactured! Exports! for! each! nation! for! the! earliest!available!year!from!1997\2000.!Obtained!from!the!World!Bank.!LAB! Employment!to!population!ratio!of!each!nation!in!1997.!Obtained!from!the!World!Bank.!!Models! 6.1G! and! 6.3G! (Robust)! produce! similar! results! to!Models! 6.1! and! 6.3!(Robust)! respectively.!Models!6.2G!and!6.4G! find! similar! results! to!Models!6.2!and!6.4,!but!with!a!weakening!of!support! for!H6.3,!as!ASS! is!only!significant!at!the!less!than!10%!level!in!Model!6.2G,!and!is!not!statistically!significant!in!Model!6.4G.!!Each!of!the!four!models!estimated!in!Table!6.8!was!tested!for!misspecification,!non\linearities,! colinearities,! normality! of! residuals! and! heteroskedasticity.!Model! 6.1G! fails! the! Ramsey! RESET! test,! hence!may! be!misspecified! (Ramsey!1969).! There! is! evidence! that! Model! 6.3! suffers! from! heteroskedasticity! and!does! not! have! normally! distributed! residuals.! Model! 6.3G! (Robust)! was!estimated! with! robust! standard! errors! to! overcome! these! problems.!
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Interestingly! there! is! limited! evidence! that! TEC! is! non\linear! in! each! of! the!models.! All! of! the! models! were! re\estimated! with! TEC2! included! as! an!independent! variable,! and! it!was! found! that! the!nations!with! a! lower! (higher)!level! of! TEC! can! increase! their! level! of! economic! growth! by! reducing!(increasing)! their! technological! exports! as! a! percentage! of! manufactured!exports.!!
6.5.5$REGRESSION$PREDICTED$INDICES$!This! robustness! test! re\estimates! each! model! using! the! GLOBE! ‘regression!predicted! practices’! indices! presented! in! Appendix! B! of! the! GLOBE! study!(Hanges!2004).!These! indices! attempt! to! remove! response!biases! arising! from!the!way!in!which!people!in!different!cultures!respond!to!questionnaires.!Hanges!(2004)!does!not!calculate!the!bias\removed!indices!for!Iran,!hence!the!sample!is!reduced!by!one.!The!new!models!are!estimated!in!Table!6.9.!!
Table$6.9:$Robustness$Test$–$Regression$Predicted$Practices$
! ! Model$6.1B$ Model$6.2B$ Model$6.3B$ Model$6.4B$ Model$6.4B$(Robust)$!! !! GROWTH! LNGDP2007! GROWTH! LNGDP2007! LNGDP2007!
constant! !! \11.2108!!!!!!!!!!!!!!!!!!!!!!!!(\1.686)*! \0.7735!!!!!!!!!!!!!!!!!!!!!!(\1.299)! 270.783!!!!!!!!!!!!!!!!!!!!!!!!!!!(1.172)! \3.8684!!!!!!!!!!!!!!!!!!!!!(\1.289)! \3.8684!!!!!!!!!!!!!!!!!!!!!(\1.133)!PER! H6.1+! \2.9208!!!!!!!!!!!!!!!!!!!!!(\2.727)***! \0.2566!!!!!!!!!!!!!!!!!!!!!!(\2.677)**! \250.688!!!!!!!!!!!!!!!!!!(\1.488)! \2.0623!!!!!!!!!!!!!!!!!!!!(\1.629)! \2.0623!!!!!!!!!!!!!!!!!!!!(\1.899)*!FUT! H6.2\! \3.4289!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.820)***! \0.2767 !!!!!!!!!!!!!!!!!!!!!!!!(\2.541)**! \2.2887!!!!!!!!!!!!!!!!!!!!(\1.927)*! \0.2270!!!!!!!!!!!!!!!!!!!!!(\2.184)**! \0.2270!!!!!!!!!!!!!!!!!!!!!(\1.954)*!ASS! H6.3+! 3.5398!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.204)***! 0.3219!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.255)***! 2.6729!!!!!!!!!!!!!!!!!!!(2.577)**! 0.2944!!!!!!!!!!!!!!!!!!!!!(3.203)***! 0.2944!!!!!!!!!!!!!!!!!!!!!(2.720)***!INC! H6.4+! 3.8380!!!!!!!!!!!!!!!!!!!!!!!!(3.857)***! 0.3232!!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.628)***! 47.3499!!!!!!!!!!!!!!!!!!!!!!!!!(4.030)***! 3.7169!!!!!!!!!!!!!!!!!!!!!!!!!(3.431)***! 3.7169!!!!!!!!!!!!!!!!!!!!!!!!!(3.282)***!UAI! H6.5+! 1.3755!!!!!!!!!!!!!!!!!(1.449)! 0.1476!!!!!!!!!!!!!!!!!!!!!!(1.737)*! 0.0942!!!!!!!!!!!!!!!!!!!!!!!!(0.100)! 0.0743!!!!!!!!!!!!!!!!!!(0.890)! 0.0743!!!!!!!!!!!!!!!!!!(0.921)!!
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! ! Model$6.1B$(cont.)( Model$6.2B$(cont.)$ Model$6.3B$(cont.)$ Model$6.4B$(cont.)$ Model$6.4B$(Robust)$(cont.)$!! !! GROWTH! LNGDP2007! GROWTH! LNGDP2007! LNGDP2007!
PER!! H6.1! \! \! 56.7185!!!!!!!!!!!!!!!!!!!!(1.401)! 0.2128!!!!!!!!!!!!!!!!!!!!!!!!!!(1.387)! 0.2128!!!!!!!!!!!!!!!!!!!!!!!!!!(1.672)!PER!! H6.1! \! \! \4.2862!!!!!!!!!!!!!!!!!!!(\1.331)! \! \!INC!! H6.4! \! \! \4.9247!!!!!!!!!!!!!!!!!!!!(\3.720)***! \0.3830!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\3.141)***! \0.3830!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\3.098)***!CAP! !! 0.0164!!!!!!!!!!!!!!!!!!!!!!!!!!(0.321)! \0.0004!!!!!!!!!!!!!!!!!!!!!!!!(\0.078)! \0.5179!!!!!!!!!!!!!!!!!!!!!(\1.816)*! \0.0345!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.298)! \0.0345!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.488)!CAP!! !! \! \! 0.0097!!!!!!!!!!!!!!!!!!!(1.792)*! 0.0007!!!!!!!!!!!!!!!!!!!!!(1.292)! 0.0007!!!!!!!!!!!!!!!!!!!!!(1.637)!EDU! !! \0.0212!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.854)! \0.0011 !!!!!!!!!!!!!!!!!!!!!!!!(\1.497)! \0.0196!!!!!!!!!!!!!!!!!!!!!!!(\0.859)! \0.0008!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.396)! \0.0008!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.421)!TEC! !! \0.0241!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.934)! \0.0024!!!!!!!!!!!!!!!!!!!!!!(\1.055)! \0.0318!!!!!!!!!!!!!!!!!!!!!!!(\1.352)! \0.0027!!!!!!!!!!!!!!!!!!!!!!!!(\1.233)! \0.0027!!!!!!!!!!!!!!!!!!!!!!!!(\1.182)!LAB! !! 0.1432!!!!!!!!!!!!!!!!!!!!!!!!!(3.354)***! 0.0100!!!!!!!!!!!!!!!!!!(2.605)**! \0.2423!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.672)! 0.0077!!!!!!!!!!!!!!!!!!!!!(2.104)**! 0.0077!!!!!!!!!!!!!!!!!!!!!(2.381)**!LAB!! !! \! \! 0.0031!!!!!!!!!!!!!!!!!!!(1.009)! \! \!LNGDP1997! !! \0.2420!!!!!!!!!!!!!!!!!!!!!(\0.500)! 0.9594!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(22.12)***! 0.0895!!!!!!!!!!!!!!!!!!!!!!(0.201)! 0.9820!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(24.08)***! 0.9820!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(19.38)***!n! !! 51! 51! 51! 51! 51!R!! !! 0.547192! 0.972129! 0.693807! 0.978360! 0.978360!Adj\R!! !! 0.433991! 0.965161! 0.562581! 0.970756! 0.970756!P\value!(F)! !! 0.000147! 0.000000! 0.000024! 0.000000! 0.000000!Akaike! !! 225.5850! \20.56272! 215.6311! \27.46783! \27.46783!Table!6.9!presents!the!results!of!the!regressions!testing!GLOBE’s!regression!predicted!practices!indices.!The!dependent!variable!for!Models!6.1B!and!6.3B!is!GROWTH,!which!is!the!compounded!growth!rate!of!each!nation’s!real!GDP!per!capita!from!1998\2007,! calculated!using!data! from! the!Penn!World!Tables!7.1.!The!dependent! variable! for!Models!6.2B! and!6.4B!is!LNGDP2007,!which!is!the!natural!log!of!real!GDP!per!capita!of!each!nation!for!2007,!calculated!using!data!from!the!Penn!World!Tables!7.1.!The!table!presents!the!coefficient!for!each!variable,!along!with!the!t\ratio.!*,!**!and!***are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!one\tailed!test.!The!variables!are!defined!as!follows:!PER! GLOBE’s!regression!predicted!Performance!Orientation!index!for!each!nation.!FUT! GLOBE’s!regression!predicted!Future!Orientation!index!for!each!nation.!ASS! GLOBE’s!regression!predicted!Assertiveness!index!for!each!nation.!INC! GLOBE’s!regression!predicted!Institutional!Collectivism!index!for!each!nation.!UAI! GLOBE’s!regression!predicted!Uncertainty!Avoidance!index!for!each!nation.!LNGDP1997! Natural!log!of!real!GDP!per!capita!of!each!nation!in!1997.!Obtained!from!the!Penn!World!Tables!7.1.!CAP! Capital!Formation!as!a!percentage!of!GDP!for!each!nation!in!1997.!Obtained!from!the!World!Bank.!EDU! Percentage!of!Tertiary!Enrolments!in!each!nation!for!earliest!available!year!from!1997\2004.!Obtained!from!the!World!Bank.!TEC! High! Technology! Exports! as! a! percentage! of! Manufactured! Exports! for! each! nation! for! the! earliest!available!year!from!1997\2000.!Obtained!from!the!World!Bank.!LAB! Employment!to!population!ratio!of!each!nation!in!1997.!Obtained!from!the!World!Bank.!!The!use!of!the!regression!predicted!GLOBE!indices!changes!the!findings!of!each!model.! Models! 6.1B! and! 6.2B! find! strong! support! for! H6.2,! H6.3,! and! H6.4! as!FUT,! ASS,! and! IND! are! statistically! significant! in! both! models,! and! have! the!
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expected!sign.!Both!models,!however,!find!evidence!against!H6.1,!as!while!PER!is!statistically!significant,!it!is!negative.!!!Unlike!Model!6.3,!Model!6.3B!does!not!suffer!from!heteroskedasticity,!so!it!is!not!re\estimated! with! robust! standard! errors.! The! model! finds! weak! support! for!H6.2,! as! FUT! is! negative! and! significant! at! the! less! than! 10%! level.! Support! is!also!found!for!H6.3,!as!ASS!is!positive!and!significant!at!the!less!than!5%!level.!Like!Model!6.3,!Model!6.3B!finds!evidence!of!a!non\linear!relationship!between!INC! and! GROWTH,! whereby! nations! with! INC! scores! below! (above)! 4.81! can!increase! their! economic! growth! rate! by! increasing! (decreasing)! their!Institutional!Collectivism.!!The!residuals!of!Model!6.4B!are!not!normally!distributed,!so!the!model!was!re\estimated! with! robust! standard! errors! as! Model! 6.4B! (Robust).! Model! 6.4!(Robust)!finds!weak!evidence!against!H6.1,!and!weak!evidence!to!support!H6.2,!as! both! PER! and! FUT! are! negative! and! significant! at! the! less! than! 10%! level.!Strong!evidence!is!found!to!support!H6.3,!as!ASS!is!positive!and!significant!at!the!less! than! 1%! level.! Model! 6.4B! (Robust)! finds! evidence! of! a! non\linear!relationship!between!INC!and!LNGDP2007,!similar!to!Model!6.4.!!Each!of!the!four!models!estimated!in!Table!6.9!were!tested!for!misspecification,!non\linearities,! colinearities,! normality! of! residuals! and! heteroskedasticity.!Models! 6.1B! and! 6.3B! fail! the! Ramsey! RESET! test,! which! suggests! that! both!models!are!misspecified!(Ramsey!1969).!Unsurprisingly,!Models!6.1B!and!6.2B!were!found!to!contain!non\linearities.!However,!unlike!their!equivalent!models!
! ! Page!198!
!
in!Subsection!6.4.3,! there! is!no! indication! that!PER! is!non\linear.!This!explains!why! PER2!was! not! significant! in!Models! 6.3B,! 6.4B,! or!Model! 6.4! (Robust).! As!expected,! there! is! evidence! of! colinearity! between!PER,! PER2,! PER3,! INC,! INC2,!CAP,!CAP2,!EDU,! and!EDU2! in!Models!6.3B,!6.4B,! and!6.4! (Robust).!There! is!no!perfect!colinearity!between!variables!in!any!of!the!models.!As!discussed!above,!there!is!evidence!that!the!residuals!of!Model!6.4B!are!not!normally!distributed.!This!was!addressed!by!Model!6.4!(Robust).!Finally,!Model!6.1B!is!found!to!suffer!from! heteroskedasticity,! however,! since! the! model! is! misspecified! no! further!investigation!was!taken.!!
6.5.6$CONCLUSION$!This!section!examined!the!robustness!of!the!models!developed!by!this!chapter!in!three!ways.!The!first!robustness!test!in!Subsection!6.5.2!examined!whether!any!of!the!excluded!GLOBE!indices!explain!economic!growth!and!development.!The!findings! suggest! that! Gender! Egalitarianism,! In\Group! Collectivism,! Power!Distance! and! Humane! Orientation! do! not! explain! economic! outcomes,! and!therefore! this! chapter! was! justified! in! excluding! them! from! the! multivariate!analysis.!!Subsection!6.5.3!examined!the!role!outliers!play!in!each!of!the!estimated!models.!The! non\linear! relationship! between! Performance! Orientation! and! economic!growth!in!Model!6.3!was!found!to!be!sensitive!to!outliers.!Removing!the!outliers!did!not!affect!the!findings!of!the!other!three!models.!!!
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Subsection!6.5.4!controlled!for!the!effect!of!the!Global!Financial!Crisis!by!using!2006! data! instead! of! 2007! to! develop! the! dependent! variable! in! each! of! the!models.! This! weakened! the! explanatory! power! of! Assertiveness! in! explaining!differences!in!economic!development!across!nations.!!Subsection! 6.5.5! re\estimated! each!model! using! GLOBE’s! regression! predicted!indices! instead! of! the! official! GLOBE! indices.! Hanges! (2004)! developed! these!indices! to! control! for! systematic! biases! arising! from! how! people! in! different!cultures! respond! to! survey! questions.! The! use! of! these! indices! enhanced! the!evidence! supporting! both! H6.2! and! H6.3! that! Future! Orientation! and!Assertiveness!explain!economic!growth!and!development!across!nations.!The!re\estimated!models! found! further! evidence!pointing! to! a!non\linear! relationship!between!Institutional!Collectivism!and!economic!outcomes,!but!no!evidence!that!the! relationship! between! Performance! Orientation! and! economic! outcomes! is!non\linear.!!
6.6$CONCLUSION$!
6.6.1$OVERVIEW$AND$DISCUSSION$!The! research! question! that! this! chapter! answered! is! ‘to! what! extent! do! the!GLOBE! ‘practices’! indices! explain! differences! in! economic! growth! and!development! across! nations?’! Section! 6.2! reviewed! the! literature! linking! the!GLOBE!indices!to!economic!outcomes.!!
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Section! 6.3! developed! five! hypotheses! to! investigate! the! research! question.! It!hypothesised! that! the! economic! growth! and! development! of! a! nation! can! be!improved! by! increasing! the! level! of! Performance! Orientation,! Assertiveness,!Institutional!Collectivism,! and!Uncertainty!Avoidance,! and!decreasing! the! level!of! Future!Orientation!within! a!nation’s! institutional! environment.!Two!models!were!developed!to!test!each!of!these!hypotheses.!!Section! 6.4! presented! the! results! of! both! the! univariate! and! multivariate!analyses.! The! multivariate! analysis! only! found! support! for! one! of! the!hypotheses,!namely!that!higher!levels!of!Assertiveness!explains!higher!levels!of!economic! growth! and! development! across! nations.! The! multivariate! analysis!also! found! evidence! that! both! Institutional! Collectivism! and! Performance!Orientation! have! non\linear! relationships! with! economic! growth! and!development.!The! finding!suggests! that,!with! the!exception!of! the!nations!with!the! highest! Institutional! Collectivism! scores,! there! is! a! positive! relationship!between!Institutional!Collectivism!and!economic!growth!and!development.!The!top! scoring! nations! on! the! Institutional! Collectivism! index! can! improve! their!economic! growth! and! development! through! a! reduction! of! their! Institutional!Collectivism.! The! results! for! Performance!Orientation! are!more! challenging! to!interpret,! as! nations! with! high! or! low! levels! of! Performance! Orientation! can!increase! their! level! of! economic! growth! by! reducing! their! Performance!Orientation,!while!nations!with!a!moderate!level!of!Performance!Orientation!can!increase! their! economic! growth! by! further! increasing! their! Performance!Orientation.! Focusing! on! economic! development,! nations! with! lower! (higher)!
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level!of!Performance!Orientation!can!increase!their!level!of!economic!growth!by!reducing!(increasing)!their!Performance!Orientation.!!Section! 6.5! performed! a! series! of! robustness! tests! on! the! models.! The! first!concluded!that!Gender!Egalitarianism,!Institutional!Collectivism,!Power!Distance!and! Humane! Orientation! do! not! explain! differences! in! economic! growth! or!development!across!nations.!The!second!found!that!the!non\linear!relationship!between! Performance! Orientation! and! economic! growth! is! sensitive! to! the!presence!of!outliers.!The!third!robustness!test!removed!the!effect!of!the!Global!Financial! Crisis! from! the! models,! which! weakened! the! evidence! that!Assertiveness! drives! economic! growth! and! development.! The! final! robustness!test!re\estimated!the!models!using!the!GLOBE!regression!predicted!indices.!The!findings!of! these!models! suggest! that!higher! levels!of!Assertiveness!and! lower!levels! of! Future! Orientation! lead! to! higher! levels! of! economic! growth! and!development.! Furthermore,! this! final! robustness! test! found! no! evidence! of! a!non\linear! relationship! between! Performance! Orientation! and! economic!outcomes.!!!
6.6.2$LIMITATIONS$AND$FUTURE$RESEARCH$!One! major! limitation! of! this! chapter! is! uncertainty! of! the! robustness! of! the!GLOBE!practices!indices,!as!using!a!different!construct!of!these!indices!(that!is,!the! regression! predicted! indices)! leads! to! different! conclusions.! Further!research! may! be! needed! to! diagnose! the! salient! differences! between! the!standard!GLOBE! indices!and! the!GLOBE!regression!predicted! indices.!This!will!
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help! to! identify! which! better! reflect! the! institutional! environment! within! a!society.!!A! further! limitation! of! the! GLOBE! study! is! that! its! indices! only! measure! the!institutional!environment!of! each!nation! in!one! time!period.!This!prevents! the!chapter! from!examining!how!institutional!changes!affect!economic!phenomena!within!each!nation!over!time.!! !
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CHAPTER$7:$MARINI$AND$THE$WORLD$VALUES$
SURVEY$
$
7.1$INTRODUCTION,$MOTIVATION$AND$STRUCTURE$!This!chapter!begins!the!empirical!analysis!of! the!World!Values!Survey!(2014a)!by! testing! the! extent! to! which! Marini’s! (2004)! cultural! concepts! explain!economic! growth! rates!within! nations.! This! chapter! has! two!motivations.! The!first!is!to!use!the!World!Values!Survey!to!examine!the!extent!to!which!informal!institutions!explain!economic!growth.!The!World!Values!Survey!is!a!much!richer!dataset!than!either!the!Hofstede!(1980)!or!GLOBE!(House!et!al.!2004)!studies,!as!it! measures! values! and! value! changes! over! a! 30! year! period.! The! second!motivation! is! to! improve!Marini’s! (2004)! analysis! of! the! relationship! between!informal! institutions! and! economic! growth.! The! research! question! that! this!chapter!seeks!to!answer!is!‘to!what!extent!do!Marini’s!(2004)!cultural!concepts!explain!differences!in!economic!growth!rates!within!nations?’!!This! chapter! proceeds! as! follows:! Section! 7.2! examines! the! literature! linking!data!collected!from!the!World!Values!Survey!to!economic!growth,!and!identifies!Marini’s!(2004)!analysis!as!the!best!thus!far.!Section!7.3!develops!the!research!methodology! used! to! test! the! Primacy! of! Institutions! Theory! using! Marini’s!(2004)! cultural!model.! Section! 7.4! presents! the! results! of! both! the! univariate!and! multivariate! analysis.! Section! 7.5! outlines! the! robustness! testing! of! the!
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results.! Section! 7.6! presents! the! conclusions,! highlights! the! limitations! of! the!analysis,!and!presents!ideas!for!future!research.!!!
7.2$LITERATURE$REVIEW$!
7.2.1$INTRODUCTION$!This! section! has! three! objectives.! The! first! is! to! introduce! the! World! Values!Survey! to! this! thesis! (achieved! in! Subsection! 7.2.2),! and! to! identify! the!questionnaire! items! that! this! chapter!will! focus! upon! (achieved! in! Subsection!7.2.3).! The! second,! achieved! in! Subsection! 7.2.4,! is! to! review! the! literature!linking!these!questionnaire!items!to!economic!outcomes.!Through!this!analysis,!Section! 7.2.4! also! achieves! the! third! objective! by! outlining! the! framework!developed!by!Marini!(2004).!Subsection!7.2.5!concludes!the!section.!!
7.2.2$WORLD$VALUES$SURVEY$!The!World! Values! Survey! is! “the! largest! non\commercial,! cross\national,! time!series! investigation!of!human!beliefs!and!values!ever!executed”! (World!Values!Survey! 2014b).! It! consists! of! “nationally! representative! surveys! conducted! in!almost! 100! countries! which! contain! almost! 90! percent! of! the! world’s!population”! collected!over! six!waves,!beginning! in!1981! (World!Values!Survey!2014b).! The! World! Values! Survey! evolved! from! the! 1981! European! Values!Survey! (EVS),! which! was! created! to! “test! the! hypothesis! that! economic! and!technological!changes!are!transforming!the!basic!values!and!motivations!of!the!
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publics! of! industrialized! societies”! (World! Values! Survey! 2014b).! The! survey!therefore! collects! values! on! a! wide! range! of! informal! institutions! such! as!“support! for!democracy,! tolerance! to! foreigners!and!ethnic!minorities,! support!for! gender! equality,! the! role! of! religion! and! changing! levels! of! religiosity,! the!impact! of! globalization,! [and]! attitudes! toward! the! environment,!work,! family,!politics,! national! identity,! culture,! diversity,! insecurity,! subjective! wellbeing”!(World!Values!Survey!2014c).!
 The! bias! towards! Grand! Transition! Theory! in! the! design! of! the!World! Values!Survey!does!not!invalidate!this!chapter’s!analysis,!nor!any!other!study!using!data!from!the!World!Values!Survey.!The!bias!only!manifests!itself!in!the!selection!of!questionnaire!items!used!in!each!wave!of!the!actual!survey.!The!exact!wording!of!each!question!is!available!on!the!World!Values!Survey!Association’s!website,!along!with!the!countries!and!years!in!which!each!question!was!asked23.!!
7.2.3$WORLD$VALUES$SURVEY$–$CHILDHOOD$QUALITIES$!One! of! the! difficulties! in! using! the!World! Values! Survey! is! that! the! questions!asked! in! each! wave! are! constantly! changing.! New! questions! are! based! on!feedback! and! submissions! from! social! scientists! around! the! world,! while! old!questions! are! eliminated! if! they! are! found! to!be!of! little! value!or!use! to! social!scientists.!One!question!that!has!generally!remained!constant!throughout!all!six!waves!focuses!on!values!that!parents!want!to!teach!their!children.!The!question!is:!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!23!www.worldvaluessurvey.org!
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! “Here!is!a!list!of!qualities!that!children!can!be!encouraged!to!learn!at!home.! Which,! if! any,! do! you! consider! to! be! especially! important?!Please!choose!up!to!five.”!(European!Values!Survey!Study!Group!and!World!Values!Survey!Association!2006,!p20)!!The! options! available! for! respondents! are:! good! manners;! politeness! and!neatness;!independence;!hard!work;!honesty;!feeling!of!responsibility;!patience;!imagination;! tolerance! and! respect! for! other! people;! leadership;! self\control;!thrift,!saving!money!and!things;!determination!and!perseverance;!religious!faith;!unselfishness;!obedience;!and!loyalty.!!This! question! provides! an! indication! of! cultural! stability! by! identifying! the!values! that! are! likely! to! be! passed! on! through! generations,! and! therefore! the!values! that! are! likely! to! both! be! present! and! also! persist! in! each! society.! This!proposition!relies!on! the! following! three!assumptions.!The! first! is! that!parents!want!to!pass!their!own!values!on!to!their!children.!The!second!is!that!parents!are!successful! in! passing! on! these! values! to! their! children.! The! third! is! that! the!values!one!develops!as!a!child!will!persist!through!their!adult!life.!While!the!first!two!assumptions!have!not!been!tested!using!the!World!Values!Survey24,!studies!have!shown!that!the!third!assumption!is!plausible!(e.g.!Giuliano!and!Spilimbergo!2009;!Madestam!and!Yanagizawa\Drott!2011).!!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!24!The!second!assumption!is!not!violated!by!Inglehart’s!(1977)!findings!that!intergenerational!replacement!leads!to!the!rise!of!post\materialist!values!
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7.2.4$WORLD$VALUES$SURVEY$AND$ECONOMICS$!A! large! number! of! studies! use! the!World! Values! Survey! to! find! relationships!between!informal!institutions!and!economic!outcomes!(e.g.!Zak!and!Knack!2001;!Knack!and!Zak!2003;!Guiso!et!al.!2003;!2006).!This!literature!review!focuses!on!the!studies!linking!economic!outcomes!to!the!values!parents!want!to!pass!on!to!their! children.! Only! three! studies! were! found,! each! of! which! are! reviewed! in!turn.!!The!first!study!is!DiPietro’s!(2009),!which!found!that!the!importance!of!different!personality! traits! in! nations! varies! with! that! nation’s! level! of! economic!development.! Using! data! from! the! fourth! and! fifth!waves! of! the!World! Values!Survey,! DiPietro! finds! that! as! nations! become! more! economically! developed,!parents! place! a! greater! emphasis! on! teaching! their! children! the! values! of!responsibility,!independence,!imagination!and!determination,!while!at!the!same!time!placing!less!on!obedience,!hard!work,!thrift!and!religious!faith.!!While!DiPietro!(2009)!analysed!Grand!Transition!Theory,!Granato!et!al.!(1996)!test!the!Primacy!of!Institutions!Theory.!Building!on!the!arguments!of!McClelland!et! al.! (1953)! and! McClelland! (1961),! Granato! et! al.! (1996)! develop! an!achievement!motivation!index.!This!index!is!created!by!summing!the!percentage!of! respondents! within! each! nation! who! want! to! teach! their! children! ‘thrift,!saving! money! and! things’! and! ‘determination! and! perseverance,’! while!subtracting! those!who!want! to! teach! ‘obedience’!or! ‘religious! faith.’!Granato!et!al.’s! (1996)! justification! is! that! the! first! two! answers! reflect! an! emphasis! on!
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autonomy!and!economic!achievement,!while!the!last!two!emphasise!conformity!to! traditional! and! social! norms.! Granato! et! al.! (1996)! find! that! nations!with! a!higher!achievement!motivation!have!significantly!higher!economic!growth!rates.!They!also! find! that!economic!growth!models! incorporating!both!economic!and!cultural!variables!outperform!models!that!include!just!one!set.!!!Marini! (2004)! builds! on! the! work! of! Granato! et! al.! (1996)! by! identifying! a!further! three! aspects! of! culture! that! are! related! to! economic! outcomes.! This!leads!to!a!total!of! four!“syndromes!of!economic!culture,!namely:!(i)! the! limited!good! syndrome;! (ii)! the! achievement! syndrome;! (iii)! the! generalized! trust!syndrome;!and!(iv)!the!post\materialistic!syndrome”!(Marini!2004,!p773).!!The! Limited! Good! Syndrome! comes! from! the! work! of! Foster! (1973),! who!developed!a!‘limited!good’!model!after!analysing!the!work!of!anthropologists!in!rural! and! peasant! societies.! This! syndrome! is! associated! with! a! belief! that!“economic! stagnation! is! the! norm,”! and! leads! to! the! development! of! three!cultural! attitudes:! (1)! rent! seeking;! (2)! restricted! communitarianism;! and! (3)!fatalism! (Marini! 2004).! These! attitudes! are! intertwined,! in! that! if! economic!stagnation!is!the!norm,!economic!development!is!a!zero\sum!game,!so!those!who!want! to! become! rich! will! monopolise! resources! and! markets.! This! forces! the!poorer! members! of! society! to! “develop! the! opposite! attitude,! based! on!egalitarian!relationships!within!their!families!and!neighbourhoods,”!which!leads!to!a!sharing!of!poverty!(Marini!2004,!p773).!Eventually!a!sense!of!fatalism!arises!in!society!as!individuals!rationalise!their!state!in!life!and!accept!the!status!quo.!!
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The!Achievement! Syndrome! is! developed! from! the!work! of!McClelland! (1961,!pvii),!who!found!evidence!that!“a!particular!psychological! factor!–!the!need!for!Achievement! –! is! responsible! for! economic! growth! and! decline.”! McClelland!interprets!Weber’s!(2009)!Protestant!Work!Ethic,!and!Marx’s!understanding!of!the!profit!motive,!as!being!a!manifestation!of! this!need!for!achievement!within!society.! Marini! associates! higher! levels! of! the! Achievement! Syndrome! with!nations! that! value! competition,! as! long! as! the! outcomes! or! results! are!determined!by!merit!rather! than!arbitrary!decisions.!A!natural!consequence!of!this! is! the! acceptance! of! inequality.! Marini! argues! that! McClelland’s! (1961)!claims!were!supported!by!Granato!et!al.’s!(1996)!study.!!The! Generalized! Trust! Syndrome! can! be! traced! back! to! the!works! of! Banfield!(1958)! and! Foster! (1973),! as! it! re\expresses! the! Limited! Good! Syndrome! in!“positive!terms”!(Marini!2004,!p769).!This!syndrome!is!supported!by!Putnam’s!(1993)!finding!that!civic!traditions!explain!economic!development!in!the!North!of! Italy,! and! Fukuyama’s! (1996)! assertion! that! trust! is! a! key! ingredient! of!economic! prosperity.! Marini! (2004,! p774)! explains! the! importance! of! the!Generalized!Trust!Syndrome!using!transaction!costs:!“in!a!market!characterized!by!lack!of!trust!and!opportunism!among!operators,!the!transaction!costs!are!so!high! as! to! discourage! the! use! of! the!market! itself! and,! in! this! way,! to! hinder!economic!growth.”!!The!Post\Materialistic!Syndrome!was!developed!by!Inglehart!(1977),!who!found!that!economic!development! leads! to! individuals!placing!a!greater!emphasis!on!
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satisfying! their! non\material! needs.! The! relationship! between! the! Post\Materialistic!Syndrome!and!economic!outcomes!is!examined!in!Chapter!8.!!Having! identified! these! four! syndromes,! Marini! (2004)! develops! a! theoretical!model!with!three!stages!of!economic!development:!(i)!antiquity!–!the!early!stage!of! development,! where! per! capita! income! growth! is! flat,! and! technology! is!primitive;! (ii)!modernity!–!economic! take\off,!where! technology! is!applied! to!a!specific! sector,! leading! to! a! dramatic! increase! in! GDP! per! capita;! and! (iii)!contemporaneity! –! innovation! spreads! throughout! the! economy,! and! GDP! per!capita!growth!is!more!steady.!Marini!(2004)!hypothesises!that!the!Limited!Good!Syndrome!is!present! in!antiquity,!and!must!be!overcome!for!a!society! to!move!into!modernity.! As! that! society! enters!modernity,! the! Achievement! Syndrome!and! Generalized! Trust! Syndrome! drive! the! high! economic! growth! that!characterises! this! stage.! Once! the! society! reaches! contemporaneity,! the! Post\Materialistic!Syndrome!becomes!dominant,!as! its!members!have!satisfied! their!material!needs!so!they!focus!on!satisfying!their!non\material!needs.!!Marini! (2004)! tests! his! theory! by! aggregating! the! Limited! Good! Syndrome,!Achievement! Syndrome! and! Generalized! Trust! Syndrome! into! one! cultural!index.!This!index!is!developed!by!identifying!one!childhood!value!for!each!of!the!three!syndromes:! “obedience”! for!Limited!Good!Syndrome,! “independence”! for!the! Achievement! Syndrome! and! “feeling! of! responsibility”! for! the! Generalized!Trust!Syndrome.!The!percentage!of!respondents!within!each!society!who!want!their! children! to! learn! the! values! of! “independence”! and! “feeling! of!responsibility”! are! added! together,! while! the! percentage! of! respondents! who!
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want!“obedience”!is!subtracted.!Marini!replicates!Granato!et!al.’s!(1996)!model!using!this!new!cultural!index,!and!finds!that!it!is!superior!in!explaining!economic!growth!than!Granato!et!al.’s!index.!!!This! chapter! improves! on!Marini’s! (2004)! study! in! three! key!ways.! First,! this!chapter! uses! principal! component! factor! analysis! to! develop! a! more! robust!measure! of! each! cultural! syndrome.! Second,! this! chapter! analyses! each!syndrome! individually,! instead! of! aggregating! them.! Finally,! this! chapter! uses!data!from!multiple!waves!of!the!World!Values!Survey!to!test!how!the!syndromes!affect!economic!growth!within!nations.!!
7.2.5$CONCLUSION$!Section!7.2!achieved!three!objectives.!The!first!was!achieved!in!Subsections!7.2.2!and!7.2.3,!which!introduced!the!World!Values!Survey!to!this!thesis!and!identified!the! question! on! childhood! values! as! being! useful! for! the! study! of! informal!institutions.! Subsection! 7.3.4! achieved! the! second! and! third! objectives! by!examining! how! these! childhood! values! questions! have! been! examined! in! the!economics!literature,!and!by!introducing!Marini’s!(2004)!model!to!this!thesis.!!!!!!!
! ! Page!212!
!
7.3$RESEARCH$METHODOLOGY$!
7.3.1$INTRODUCTION$!This! research!methodology! section! has! three! objectives.! The! first,! achieved! in!Subsection! 7.3.2,! is! to! develop! the! hypotheses! that! this! chapter! will! test.! The!second!is!to!outline!how!this!chapter!will!test!these!hypotheses.!This!includes!an!introduction! to! principal! component! factor! analysis! (Subsection! 7.3.3),! the!creation!of!factors!(Subsection!7.3.4),!the!model!development!(Subsection!7.3.5)!and! the! sample! selection!process! (Subsection!7.3.6).! Subsection!7.3.7! achieves!the! third! objective! by! presenting! the! descriptive! statistics! of! the! data! used! by!this!chapter.!!
7.3.2$HYPOTHESIS$DEVELOPMENT$!Subsection! 7.2.4! introduced! Marini’s! (2004)! study,! which! identified! three!cultural!syndromes!hypothesised!to!drive!economic!development!in!society:!the!Limited!Good!Syndrome,!the!Achievement!Syndrome,!and!the!Generalized!Trust!Syndrome.! The! relationship! between! each! of! these! cultural! syndromes! and!economic! growth,! discussed! in! Subsection! 7.2.4,! leads! to! the! following!hypotheses25:!!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!25!While!Marini’s!(2004)!conceptual!model!links!each!syndrome!to!economic!development,!his!empirical!testing!analyses!their!relationship!to!economic!growth.!The!implicit!assumption!is!that!higher!economic!growth!leads!to!higher!economic!development.!
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H7.1!–!Nations!with!higher!levels!of!the!Limited!Good!Syndrome!will!tend!to!experience!lower!levels!of!economic!growth,!ceteris!paribus.!!H7.2!–!Nations!with!higher!levels!of!the!Achievement!Syndrome!will!tend!to!experience!higher!levels!of!economic!growth,!ceteris!paribus.!!H7.3! –! Nations! with! higher! levels! of! the! Generalizable! Trust!Syndrome!will!tend!to!experience!higher!levels!of!economic!growth,!ceteris!paribus.!!
7.3.3$PRINCIPAL$COMPONENT$FACTOR$ANALYSIS$!This!chapter!uses!‘principal!component!factor!analysis’!to!develop!the!variables!necessary!to!test!the!hypotheses.!!!Factor!analysis!is!a!statistical!procedure!that!enables!researchers!to!predict!the!values!of!unobserved!factors! in!a!dataset.!The!researcher!begins!by! identifying!variables!in!the!dataset!they!believe!are!correlated!with!the!unobserved!factors.!The! procedure! examines! the! correlations! between! each! of! these! observed!variables,!and!generates!a!set!of!unobserved!factors!that!explain!the!variation!in!the!variables.!!!This! chapter! applies! the!principal! component! factor! analysis! technique,!which!uses!an!orthogonal!transformation!procedure!to!identify!factors!that!are!linearly!uncorrelated!with!each!other.!This!technique!may!identify!multiple!factors!for!a!
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given!set!of!variables.! In!this!event,!the!factors!are!ranked!in!descending!order!by!the!proportion!of!the!variance!they!explain.!Thus,!the!first!factor!accounts!for!more!of!the!variation!between!the!variables!than!any!of!the!other!factors.!Unless!stated!otherwise,!each!factor!created!in!this!chapter!is!the!only!factor!identified!by!the!factor!analysis.!!
7.3.4$CREATION$OF$VARIABLES$!This!subsection!applies!principal!component!factor!analysis!to!data!collected!by!the!World!Values!Survey!to!develop!the!cultural!variables!tested!by!this!chapter.!The! factor! analysis! uses! data! from! all! the! observations! available! in! the!World!Values! Survey,! regardless! of! whether! they! are! retained! or! excluded! by! the!sample! selection! procedure! (in! Subsection! 7.3.6).! This! is! because! cultural!measures! only! have! meaning! when! compared! to! each! other.! Developing! the!cultural! measures! using! the! full! sample,! then! refining! the! sample! for! the!univariate! and! multivariate! analyses,! ensures! that! the! ensuring! cultural!measures!are!as!comparable!as!possible,!and!helps!to!identify!any!unintentional!sample!selection!bias!that!may!arise.!!Marini!(2004)!built!his!analysis!on!the!following!World!Values!Survey!question:!! “Here!is!a!list!of!qualities!that!children!can!be!encouraged!to!learn!at!home.! Which,! if! any,! do! you! consider! to! be! especially! important?!Please!choose!up!to!five.”!(European!Values!Study!Group!and!World!Values!Survey!Association!2006,!p20).!
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!Marini! (2004)! attributes! the! eleven! possible! answers! to! his! four! cultural!syndromes!as!follows:!
• Limited! Good! Syndrome:! obedience,! religious! faith,! tolerance! and! good!manners;!
• Achievement! Syndrome:! independence,! thrift,! determination! and! hard!work;!
• Generalized!Trust!Syndrome:!responsibility;!
• Post\materialistic!Syndrome:!imagination!and!unselfishness.!!Marini! does! not! justify! these! groupings! with! reference! to! a! theoretical!framework.! Instead,! he! relies! upon! his! univariate! analysis! showing! that! the!correlation!between! every! response! and! economic! growth! is!what! is! expected!for! each! of! the! cultural! syndromes! to! which! they! are! allocated.! This! chapter!prefers!to!rely!on!theoretical!arguments,!and,!as!a!result,!changes!some!of!these!groupings.!
 
7.3.4.1$LIMITED$GOOD$INDEX$(LG)$!The! first! variable! constructed! measures! the! Limited! Good! Syndrome.! Marini!(2004! p776)! associates! this! syndrome! with! parents! wanting! to! teach! their!children!the!values!of!“obedience,!religious!faith,!tolerance!and!good!manners.”!This! chapter! maintains! the! responses! of! Obedience,! Religious! Faith,! and!Tolerance! in! the! construction! of! the! variable.! Each! response! is! expected! to! be!positively! correlated!with! the! others,! as!well! as!with! the! Limited! Good! Index.!
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‘Tolerance’! is! removed,!as! it! is!hypothesised! to! relate! to! the!Generalized!Trust!Syndrome.! The! justification! for! this! is! discussed! in! Subsection! 7.3.4.3.!Furthermore,! ‘Independence’! is! included,! as!higher! levels! of! Independence! are!associated! with! a! movement! away! from! the! Limited! Good! Syndrome.! This! is!seen! in! Marini’s! (2004,! p733)! description! of! the! syndrome! as! ‘restricted!communitarianism,’!where!the!individual!is!brought!up!with!a!“radical!refusal!of!any! form! of! enrichment! and! the! consequent! sharing! of! poverty”.! A! lower!percentage! of! parents!wishing! to! teach! their! children! ‘independence’! is! thus! a!strong! indication! that!a!nation!has!a!high! level!of! the!Limited!Good!Syndrome.!This!chapter!expects! ‘Independence’! to!be!negatively!correlated!with!the!other!three!responses!and!the!Limited!Good!Index.!!Table! 7.1! presents! the! correlation! matrix! for! each! of! the! variables! used! to!construct!the!Limited!Good!Index.!!!
Table$7.1:$Limited$Good$Index$Correlation$Matrix$
!
Good!
Manners! Independence!
Religious!
Faith! Obedience!
Good!Manners!
1! @0.0286! 0.4186! 0.3807!
@! 0.719! 0.000! 0.000!
Independence! @0.0111! 1! @0.2763! @0.3567!
0.889! @! 0.000! 0.000!
Religious!Faith! 0.3694! @0.2557! 1! 0.6362!
0.000! 0.000! @! 0.000!
Obedience!
0.3617! @0.3434! 0.6357! 1!
0.000! 0.000! 0.000! @!Table!7.1!presents!the!Spearman’s!(top!right)!and!Pearson’s!(bottom!left)!correlations!and!p\values!for!each!of!the!World!Values!Survey!questionnaire!items!used!to!construct!the!Limited!Good!Index.!!As!expected,!Table!7.1!finds!that!Good!Manners,!Religious!Faith!and!Obedience!are!positively!correlated!with!each!other.!Independence!is!negatively!correlated!
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with!Good!Manners,!Religious!Faith!and!Obedience,!however!this!correlation!is!not!statistically!significant!for!Good!Manners.!!The! factor! analysis! identifies! one! factor! underlying! Good! Manners,!Independence,!Religious!Faith!and!Obedience.!This! factor!has!an!Eigenvalue!of!2.0828,!and!explains!52.1%!of!the!total!variation!in!the!four!variables.!Table!7.2!shows!the!factor!coefficients!and!uniqueness!of!each!of!the!four!variables!used!to!construct!LG.!!
Table$7.2:$Development$of$the$Limited$Good$Index$(LG)$
!! LG! Uniqueness!
Good!Manners! 0.5909! 0.6509!
Independence! @0.5081! 0.7418!
Religious!Faith! 0.8516! 0.2748!
Obedience! 0.8662! 0.2497!Table!7.2!presents!the!factor!loadings!and!uniqueness!of!the!variables!used!to!construct!LG.!!As! expected,! Table! 7.2! shows! that! LG! is! positively! correlated!with! a! desire! to!teach!children!Good!Manners,!Religious!Faith!and!Obedience,!and! is!negatively!correlated! with! a! desire! to! teach! children! Independence.! The! factor! loadings!show!that!LG!is!most!closely!related!to!Obedience,!which!is!the!variable!Marini!(2004)! used! as! a! proxy.! The! uniqueness,! which! gives! the! percentage! of! the!variance!in!each!variable!that!is!not!explained!by!the!other!variables!in!the!factor!model,! reveals! that! Good!Manners! and! Independence! are! quite! different! from!the! other! variables! used! to! construct! LG.! This! highlights! that! while!Independence!is!related!to!the!Limited!Good!Index,!it!does!not!explain!as!much!of!LG!as!the!other!variables.!!
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7.3.4.2$ACHIEVEMENT$INDEX$(AC)$!The! second!constructed!variable!measures! the!Achievement!Syndrome.!Marini!(2004! p776)! associates! this! syndrome! with! parents! wanting! to! teach! their!children!the!values!of!“independence,!thrift,!determination!and!hard!work.”!This!chapter! maintains! the! responses! of! Thrift,! Determination! and! Hard! Work.!Independence! is!removed,!as!unlike! the!other! three!responses,! it! is!not!closely!related! to! a! desire! for! achievement.! Granato! et! al.! (1996)! agree,! as! they! also!exclude!‘independence’!from!their!achievement!motivation!index.!!Table!7.3!presents!the!correlation!matrix!of!the!variables!used!to!construct!the!Achievement!Index.!!
Table$7.3:$Achievement$Index$Correlation$Matrix$
!
Hard!Work! Thrift! Determination!
Hard!Work!
1! 0.3017! 0.1739!
@! 0.000! 0.003!
Thrift! 0.3007! 1! 0.4097!
0.000! @! 0.000!
Determination! 0.1557! 0.4286! 1!
0.008! 0.000! @!Table!7.3!presents!the!Spearman’s!(top!right)!and!Pearson’s!(bottom!left)!correlations!and!p\values!for!each!of!the!World!Values!Survey!questionnaire!items!used!to!construct!the!Achievement!Index.!!As!expected,!Table!7.3!shows!that!each!variable!is!positively!correlated!with!the!others,!and!that!the!correlations!are!all!significant!at!the!less!than!1%!level.!!The! factor! analysis! identifies! one! factor! underlying! Hard! Work,! Thrift! and!Determination.!This! factor!has!an!Eigenvalue!of!1.6102,!and!explains!53.7%!of!
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the!total!variation!in!these!three!variables.!Table!7.4!shows!the!development!of!AC:!!
Table$7.4:$Development$of$the$Achievement$Index$(AC)$
!! AC! Uniqueness!
Hard!Work! 0.6115! 0.6260!
Thrift! 0.8308! 0.3098!
Determination! 0.7389! 0.4540!Table!7.4!presents!the!factor!loadings!and!uniqueness!of!the!variables!used!to!construct!AC.!!Table!7.4!shows!that!AC!is!positively!correlated!with!a!desire!to!teach!children!Hard!Work,! Thrift! and! Determination.! The! factor! coefficients! and! uniqueness!measures!appear!to!reflect!the!correlation!matrix,!as!the!highest!correlation!was!between! Thrift! and! Determination,! the! two! variables! with! the! highest! factor!coefficients!and!lowest!uniqueness.!Interestingly,!over!half!the!variation!in!Hard!Work!is!not!explained!by!Thrift,!Determination!or!AC.!!
7.3.4.3$GENERALIZED$TRUST$INDEX$(GT)$!The! third! constructed! variable! measures! the! Generalized! Trust! Syndrome.!Marini! (2004)! associates! this! with! parents! wanting! to! teach! their! children! a!Feeling! of! Responsibility.! This! chapter! adds! another! two! variables! to! the!construction! of! the! Generalized! Trust! Index.! The! first! is! the! percentage! of!parents!wanting!to!teach!their!children!Tolerance.!Tolerance!implicitly!demands!that! individuals! trust! others! to! judge! for! themselves,! and! accept! the! decisions!that!others!make.!The!second!comes! from!a!different!part!of! the!World!Values!Survey!which!asks:!“Generally!speaking,!would!you!say!that!most!people!can!be!
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trusted!or!that!you!need!to!be!very!careful! in!dealing!with!people?”!(European!Values! Study! Group! and! World! Values! Survey! Association! 2006).! While! this!question!does!not!relate!to!childhood!values,!it!captures!the!level!of!trust!in!each!nation.!This!chapter!takes!the!percentage!of!people!who!respond:!“Most!people!can! be! trusted”! as! a!measure! of! Trust!within! society! (European! Values! Study!Group! and! World! Values! Survey! Association! 2006,! p114).! Responsibility,!Tolerance,!and!Trust!are!all!expected!to!be!positively!correlated!with!each!other!and!with!the!Generalized!Trust!Syndrome.!!Table!7.5!presents!the!correlation!matrix!of!the!variables!used!to!construct!the!Generalized!Trust!Index.! !
Table$7.5:$Generalized$Trust$Correlation$Matrix$
!
Responsibility! Tolerance! Trust!
Responsibility! 1! 0.4211! 0.1524!
@! 0.000! 0.009!
Tolerance! 0.4155! 1! 0.1282!
0.000! @! 0.028!
Trust! 0.1419! 0.1658! 1!
0.015! 0.004! @!Table!7.5!presents!the!Spearman’s!(top!right)!and!Pearson’s!(bottom!left)!correlations!and!p\values!for!each!of!the!World!Values!Survey!questionnaire!items!used!to!construct!the!Generalized!Trust!Index.!!As! expected,! Table! 7.5! shows! that! Responsibility,! Tolerance! and! Trust! are! all!positively!correlated,!and!that!these!correlations!are!all!statistically!significant!at!either!the!less!than!1%!level!or!the!less!than!5%!level.!!
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The! factor! analysis! identifies! one! factor! underlying! Responsibility,! Tolerance!and!Trust.! This! factor! has! an!Eigenvalue! of! 1.5087,! and! explains! 50.3%!of! the!total!variation!in!the!three!variables.!Table!7.6!shows!the!development!of!GT:!!
Table$7.6:$Development$of$the$Generalized$Trust$Index$(GT)$
!! GT! Uniqueness!
Responsibility! 0.7822! 0.3724!
Trust! 0.4833! 0.7664!
Tolerance! 0.8047! 0.3525!Table!7.6!presents!the!factor!loadings!and!uniqueness!of!the!variables!used!to!construct!GT.!!Table!7.6!shows!that!each!variable!is!positively!associated!with!higher!levels!of!GT.!The!uniqueness!scores!show!that!over!half!the!variance!in!Responsibility!and!Tolerance! can! be! explained! by! the! three! variables! used! to! construct! GT.!Interestingly,! over! three! quarters! of! the! variation! in!Trust! is! not! explained!by!Responsibility,!Tolerance!and!GT.!!
7.3.4.4$GOVERNANCE$!This! chapter! creates! one!more! variable! to! account! for! the! formal! institutional!environment!in!each!nation.!This!variable!is!called!GOV,!and!is!developed!from!the! World! Governance! Indicators! (Kaufmann! et! al.! 2011).! The! World!Governance! Indicators! identify! six! measures! of! governance! quality! across!nations,!taken!every!year!or!second!year!from!1996.!The!six!indicators!are:!Voice!and!Accountability!(VAA);!Political!Stability!and!Absence!of!Violence/Terrorism!(PSNV);! Government! Effectiveness! (GE);! Regulatory!Quality! (RQ);! Rule! of! Law!(RoL);!and!Control!of!Corruption!(CoC).!!
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!Table!7.7!presents!the!correlation!matrix!of!the!variables!used!to!construct!the!Governance!Index.!!
Table$7.7:$Governance$Correlation$Matrix$
!! VAA! PSNV! GE! RQ! RoL! CoC!
VAA!
1! 0.8333! 0.8603! 0.8771! 0.8714! 0.8744!
@! 0.000! 0.000! 0.000! 0.000! 0.000!
PSNV!
0.7879! 1! 0.8046! 0.8084! 0.8522! 0.8391!
0.000! @! 0.000! 0.000! 0.000! 0.000!
GE!
0.8423! 0.8076! 1! 0.9275! 0.9460! 0.9308!
0.000! 0.000! @! 0.000! 0.000! 0.000!
RQ!
0.8663! 0.7910! 0.9218! 1! 0.9143! 0.9137!
0.000! 0.000! 0.000! @! 0.000! 0.000!
RoL!
0.8533! 0.8428! 0.9647! 0.9170! 1! 0.9386!
0.000! 0.000! 0.000! 0.000! @! 0.000!
CoC!
0.8387! 0.8192! 0.9552! 0.8982! 0.9569! 1!
0.000! 0.000! 0.000! 0.000! 0.000! @!Table!7.3!presents!the!Spearman’s!(top!right)!and!Pearson’s!(bottom!left)!correlations!and!p\values!for!each!of!the!World!Governance!Indicators!used!to!construct!the!Governance!Index!!Table! 7.7! shows! that! each! of! the! variables! used! to! construct! GOV! is! highly!correlated! with! the! others! at! the! less! than! 1%! significance! level.! This! is!unsurprising,! as! Venaik! and! Brewer! (2010)! found! that! each! of! the! World!Governance! Indicators! is! highly! correlated! to! GLOBE’s! Uncertainty! Avoidance!‘practices’!index.!!The! factor! analysis! identifies! one! factor! underlying! each! of! the! six! World!Governance! Indicators.! This! factor! has! an! Eigenvalue! of! 5.3604,! and! explains!89.3%! of! the! total! variation! in! the! six! variables.! Table! 7.8! shows! the!development!of!GOV:!!
! ! Page!223!
!
!
Table$7.8:$Development$of$Governance$(GOV)$
!! GT! Unique!
VAA! 0.9141! 0.1644!
PSNV! 0.8880! 0.2115!
GE! 0.9702! 0.0587!
RQ! 0.9523! 0.0932!
RoL! 0.9774! 0.0447!
CoC! 0.9659! 0.0671!Table!7.6!presents!the!factor!loadings!and!uniqueness!of!the!variables!used!to!construct!GOV.!!Table!7.8!shows!that!each!of! the!six!World!Governance! Indicators! is!positively!associated! with! GOV.! The! uniqueness! scores! show! that! there! is! only! a! small!proportion!of!each!variable!that!is!not!explained!by!one!of!the!other!variables!or!by!GOV.!!!
7.3.5$MODEL$DEVELOPMENT$!The! hypotheses! developed! in! Subsection! 7.3.2! are! tested! using! the! following!model:!! !"#$%&!,! = !!! + !!!"!,! + !!!"!,! + !!!"!,! + !!!"#!,! + !!!"#$%!,!+ !!!"#!,! + !!!"#!,! + !!!"#!,! + !!!"#!,! + !!!GROWTH!,!!is!the!compound!annual!growth!rate!in!real!GDP!per!capita!for!each!nation!in!the!years!t+1!to!t+10.!The!values!of!this!variable!are!calculated!using!the!Penn!World!Tables!version!7.1!(Heston!et!al.!2012).!!
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LG!,!!is! the! Limited! Good! Index! for! nation! i! at! time! t,! developed! in! Subsection!7.3.4.1.!This!variable!tests!H7.1,!and!is!expected!to!have!a!negative!coefficient.!!AC!,!!is! the! Achievement! Index! for! nation! i! at! time! t,! developed! in! Subsection!7.3.4.2.!This!variable!tests!H7.2,!and!is!expected!to!have!a!positive!coefficient.!!GT!,!!is!the!Generalized!Trust!Index!for!nation!i!at!time!t,!developed!in!Subsection!7.3.4.3.!This!variable!tests!H7.3,!and!is!expected!to!have!a!positive!coefficient.!!GOV!,!!is!the!quality!of!governance!for!nation!i!at!time!t,!developed!in!Subsection!7.3.4.4.!!!LNGDP!,!!is! the! natural! logarithm! of! real! GDP! per! capita! in! nation! i! at! time! t,!taken! from! the! Penn! World! Tables! version! 7.1.! This! is! included! as! a! control!variable! to! account! for! the! level! of! economic! development! in! the! nation.! As!outlined!in!Chapter!3,!the!inclusion!of!this!variable!also!acts!as!a!proxy!to!control!for!all!other!time!invariant!factors!that!drive!economic!growth.!!CAP!,!,!EDU!,!,!TEC!,!!and!LAB!,!!are! derived! from! the! Solow\Swan! framework! as!controls! for!capital,!education!(or!technical!knowledge),! technology!and!labour!respectively! (Solow! 1956;! Swan! 1956).!CAP!,!!is! Gross! Capital! Formation! as! a!percentage!of!GDP,!measured!by!the!World!Bank!for!nation!i!at!time!t.!Formally,!CAP!,!!is! the! “outlays! on! additions! to! the! fixed! assets! of! the! economy! plus! net!changes!in!the!level!of!inventories”!(World!Bank!2014a).!!
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EDU!,!!is!“the!total!enrolment!in!tertiary!education,!regardless!of!age,!expressed!as!a!percentage!of! the! total!population!of! the! five\year!age!group! following!on!from!secondary! school! leaving”! in!nation! i! at! time! t,! as! reported!by! the!World!Bank!(2014b).!Tertiary!enrolments!are!used!to!control!for!human!capital!instead!of! primary! or! secondary! enrolments,! as! they! better! reflects! the! spread! of! the!higher\level!technical!knowledge!across!the!population.!Furthermore,!given!the!ten\year! timeframe! under! analysis,! there! is! insufficient! time! for! primary! or!secondary! school! enrolments! to! have! any! meaningful! impact! on! economic!growth.!!TEC!,!!reports! the!high\technology!exports,!which!are!“products!with!high!R&D!intensity”!as!a!percentage!of!manufactured!exports,!reported!by!the!World!Bank!(2014c)!for!nation!i!at!time!t.!!LAB!,!!is! the! employment! to! population! ratio,! which! “is! the! proportion! of! a!country’s!population!that!is!employed”!as!reported!by!the!World!Bank!(2014d)!for!nation!i!in!time!t.!!The!model! is!estimated! in! three!ways.!The! first! is!as!a! fixed!effects!panel!data!model.!Wooldridge!(2009,!p493)!argues!that!when!each!observation!samples!a!“large! geographical! unit,”! as! is! the! case! in! this! chapter,! then! the! fixed! effects!model!“is!much!more!convincing!…!for!policy!analysis!using!aggregate!data”!than!the! random!effects!model.! This! is! because! the! fixed! effects!model! controls! for!individual! (or! national)! specific! time! invariant! effects,! allowing! it! to! estimate!how! each! variable! changes! for! each! nation! over! time.! The! limitation! of! this!
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approach! is! that! it! assumes! that! the! size! of! the! given! effect,! or! the! slope!coefficient,! is! constant! between! nations.! This! chapter! therefore! also! estimates!the!model! as! a! random!effects!model,!which!allows! the! slope! to!vary!between!observations,! but! does! not! control! for! time! invariant! factors.! Thus,! while! the!results!of!the!random!effects!model!are!presented,!they!may!suffer!from!omitted!variable!bias.!Finally,!this!chapter!estimates!the!model!using!the!ordinary!least!squares!regression!model.!!This! chapter! estimates! each!model!with! robust! standard!errors! to! account! for!the!clustering!in!the!data.!As!a!result,!the!Hausman!(1978)!test!cannot!be!used!to!evaluate!the!random!effects!model.!Instead,!this!chapter!uses!the!‘xtoverid’!test!of!overidentifying!restrictions!developed!by!Schaffer!and!Stillman!(2011)! from!the!procedure!outlined!by!Wooldridge!(2002).!
$
7.3.6$SAMPLE$SELECTION$!Table!7.9!summarises!the!sample!selection!procedure!!
Table$7.9:$Sample$Selection$!! Less! Remaining!Observations!in!the!World!Values!Survey! ! 297!Less!observations:! ! !for!which!the!cultural!indices!cannot!be!calculated! \139! !not!in!the!Penn!World!Tables! \15! !not!in!the!World!Governance!Indicators! \59! !for!which!the!CAP!,!,!EDU!,!,!TEC!,!!or!LAB!,!!cannot!be!obtained! \15! \228!Total! ! 69!Table!7.9!outlines!the!sample!selection!process.!!
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The! sample! selection! begins! with! the! 297! observations! taken! over! six! waves!from! the!World!Values!Survey! (2014a).!Each!observation! for!which!any!of! the!cultural! indices! (LG!,!,!AC!,!!or!GT!,!)! can! not! be! calculated! is! removed.!Many! of!these!excluded!observations!are!nations!where!‘Good!Manners’!is!not!a!possible!response! for! the! childhood! values! question.! This! response! is! necessary! to!construct!LG!,!,! and!was! removed! from! the! fifth! and! sixth!waves! of! the!World!Values!Survey26.!There!were!15!observations!for!which!the!Penn!World!Tables!do! not! provide! GDP! data,! so! these! observations! are! excluded.! A! further! 59!observations! are! removed! as! they! are! not! covered! by! the!World! Governance!Indicators! (Kaufmann!et! al.! 2011).!Many!of! these!observations! are! taken! from!the!first!and!second!waves!of!the!World!Values!Survey,!as!the!World!Governance!Indicators!do!not!extend!that!far!back.!Finally,!15!observations!are!excluded,!as!data!for!one!of!the!remaining!control!variables!(CAP!,!,!EDU!,!,!TEC!,!!or!LAB!,!)!is!not!provided!by!the!World!Bank.!This!leads!to!a!total!sample!of!69!observations!across!55!nations!from!waves!3!and!4!of!the!World!Values!Survey.!!!Table!7.10!replicates! the!sample!selection!procedure,!but!begins!by!using!only!observations!from!waves!3!and!4.!This! is! followed!by!Table!7.11,!which!shows!the!nations!and!years!covered!by!the!sample.!!!!!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!26!The!variable!GROWTH!,!!cannot!be!calculated!for!any!observations!in!waves!5!and!6,!so!changing!the!construction!of!LG!,!!will!not!bring!these!observations!into!the!sample.!
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Table$7.10:$Sample$Selection$(Adjusted)$!! Less! Remaining!Observations!in!the!World!Values!Survey! ! 123!Less!observations:! ! !for!which!the!cultural!indices!cannot!be!calculated! \29! !not!in!the!Penn!World!Tables! \8! !not!in!the!World!Governance!Indicators! \1! !for!which!the!CAP!,!,!EDU!,!,!TEC!,!!or!LAB!,!!cannot!be!obtained! \16! \54!Total! ! 69!Table!7.10!how!the!sample!selection!process!would!have!proceeded!if!it!began!with!only!the!observations!in!waves!3!and!4!of!the!World!Values!Survey.!!
Table$7.11:$Final$Sample$
!! COUNTRY! WAVE!3! WAVE!4! ! !! COUNTRY! WAVE!3! WAVE!4!1! Albania! 1998! \! ! 30! Italy! \! 1999!2! Argentina! \! 1999! ! 31! Japan! 1995! \!3! Armenia! 1997! \! ! 32! Latvia! 1996! 1996!4! Australia! 1995! \! ! 33! Lithuania! 1997! 1997!5! Austria! \! 1999! ! 34! Luxembourg! \! 1999!6! Azerbaijan! 1997! \! ! 35! Macedonia! 1998! \!7! Belarus! \! 2000! ! 36! Malta! \! 1999!8! Belgium! \! 1999! ! 37! Mexico! 1996! \!9! Bulgaria! 1997! 1997! ! 38! Moldova! 1996! \!10! Chile! 1996! \! ! 39! Netherlands! \! 1999!11! China! 1995! \! ! 40! New!Zealand! 1998! \!12! Colombia! 1997! \! ! 41! Norway! 1996! \!13! Croatia! 1996! \! ! 42! Peru! 1996! \!14! Czech!Republic! 1998! 1998! ! 43! Philippines! 1996! \!15! Denmark! \! 1999! ! 44! Poland! \! 1999!16! El!Salvador! 1999! \! ! 45! Portugal! \! 1999!17! Estonia! 1996! 1996! ! 46! Romania! 1998! 1998!18! Finland! 1996! 2000! ! 47! Russia! 1998! 1998!20! France! \! 1999! ! 48! Slovakia! 1998! 1998!21! Georgia! 1996! \! ! 49! Slovenia! 1995! 1995!22! Germany! 1997! \! ! 50! South!Korea! 1996! \!23! Great!Britain! \! 1999! ! 51! Spain! 1995! 1995!24! Greece! \! 1999! ! 52! Sweden! 1996! 1996!25! Hungary! 1998! 1998! ! 53! Switzerland! 1996! \!26! Iceland! \! 1999! ! 54! Ukraine! 1996! 1996!27! India! 1995! \! ! 55! United!States! 1995! \!28! Iran! \! 2000! ! 56! Uruguay! 1996! \!29! Ireland! \! 1999! ! !! TOTAL! 38! 31!Table!7.11!presents! the!nations! included! in! the! sample!used!by! this! chapter,! and! the!year! for!which! the!observations!were!taken.!
! ! Page!229!
!
!A! key! issue! arising! from! Table! 7.11! is! the! lack! of! observations! from! African!nations.!South!Africa!(1996),!Egypt!(2000),!and!Nigeria!(2000)!were!all!removed!from!the!sample,!as!the!World!Bank!did!not!report!EDU!,!,!while!Nigeria!(1995)!is!missing!both!EDU!,!!and!TEC!,!.!Morocco!(2001)!was!also!removed!as!the!Penn!World!Tables!do!not!report!GDP!per!capita!in!2011,!which!is!needed!to!calculate!GROWTH!,!.!Table!7.11!also!highlights!the!highly!unbalanced!nature!of!the!World!Values! Survey,! as! only! 14! of! the! 56! nations! examined! by! this! chapter! have!observations!in!both!waves.!!
7.3.7$DESCRIPTIVE$STATISTICS$!Table!7.12!presents! the!descriptive! statistics!of! the! variables! examined! in! this!chapter.!!!!
Table$7.12:$Descriptive$Statistics$
Variable$ $$ Mean$
Std.$
Dev.$ Min$ Max$GROWTH!,!! overall! 5.8349! 3.1405! 1.8894! 21.4963!between! !! 3.2805! 1.8894! 21.4963!within! !! 0.4589! 4.4916! 7.1782!LG!,!! overall! \0.2260! 0.7865! \1.6846! 1.7474!between! !! 0.8136! \1.6013! 1.7474!within! !! 0.1072! \0.5615! 0.1096!AC!,!! overall! 0.1490! 0.8817! \1.8506! 2.0177!between! !! 0.8613! \1.8506! 1.6148!within! !! 0.2388! \1.0509! 1.3489!GT!,!! overall! 0.1542! 0.9153! \1.7632! 2.4018!between! !! 0.9093! \1.7632! 2.3081!within! !! 0.1893! \0.6045! 0.9129!
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Variable$
(cont.)( $$
Mean$
(cont.)(
Std.$
Dev.$
(cont.)(
Min$
(cont.)(
Max$
(cont.)(GOV!,!! overall! 0.3164! 0.9694! \1.4293! 1.7975!between! !! 1.0045! \1.4293! 1.7294!within! !! 0.0490! \0.1696! 0.4632!LNGDP!,!! overall! 9.1519! 0.9379! 7.1439! 10.8496!between! !! 0.9999! 7.1439! 10.8496!within! !! 0.0495! 9.0246! 9.2791!CAP!,!! overall! 22.7763! 5.5965! 10.2157! 41.8960!between! !! 5.5472! 13.9852! 41.8960!within! !! 1.2375! 19.0067! 26.5458!EDU!,!! overall! 39.3314! 17.3037! 4.5097! 82.4391!between! !! 17.4650! 4.5097! 77.9562!within! !! 3.7796! 27.5385! 51.1243!LAB!,!! overall! 54.0420! 7.2910! 35.2000! 75.0000!between! !! 7.5955! 35.2000! 75.0000!within! !! 0.8260! 51.6420! 56.4420!TEC!,!! overall! 12.3513! 12.3958! 0.1901! 61.7202!between! !! 13.2215! 0.6078! 61.7202!within! !! 1.2729! 6.8384! 17.8641!Table! 7.12! presents! the! descriptive! statistics! of! the! variables! defined! by! this! chapter.! For! each! variable! the!mean! is!presented! along! with! the! standard! deviation,! the! minimum! value! and! the! maximum! value.! Each! variable! (!!,!)! is!decomposed!into:! ‘between’!(!!),!which!is!each!national!average!across!time;!and!‘within’!(!!,! − !! + !!,!where!!!is!the!global!mean),!which!is!the!deviation!of!each!observation!from!the!national!average!plus!the!global!mean.!The!variables!are!defined!as!follows:!GROWTH!,!! The!growth! in! real!GDP!per! capita! for!nation! i! from! time! t+1! to! t+10.!Obtained! from! the!Penn!World!Tables!version!7.1.!LG!,!! The!Limited!Good!Index,!developed!in!Subsection!7.3.4.1.!AC!,!! The!Achievement!Index,!developed!in!Subsection!7.3.4.2.!GT!,!! The!Generalized!Trust!Index,!developed!in!Subsection!7.3.4.3.!GOV!,!! The!Governance!Index.!Developed!in!Subsection!7.3.4.4.!LNGDP!,!! The!natural! logarithm!of! the!real!GDP!per!capita! for!nation! i! in! time!t.!Obtained! from!the!Penn!World!Tables!version!7.1.!CAP!,!! Capital!Formation!as!a!percentage!of!GDP.!Obtained!from!the!World!Bank.!EDU!,!! Percentage!of!Tertiary!Enrolments.!Obtained!from!the!World!Bank.!LAB!,!! Employment!to!population!ratio.!Obtained!from!the!World!Bank.!TEC!,!! High!Technology!Exports!as!a!percentage!of!Manufactured!Exports.!Obtained!from!the!World!Bank.!!Table!7.12!shows!that!most!of!the!variation!in!variables!occurs!between!nations,!rather!than!within!nations!over!time.!This!gives!an!early!indication!that!the!fixed!effects!model!may!have!low!explanatory!power,!as!it!isolates!the!within\country!variation! by! controlling! for! structural! differences! across! nations.! The! fixed!effects!model!will! therefore!only! explain! a! relatively! small! portion!of! the! total!
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variation!in!GROWTH!,!.!There!is,!however,!sufficient!‘within!variation’!in!each!of!the!variables!for!the!fixed!effects!model!to!provide!useful!results.!!An! interesting! finding! from! Table! 7.12! is! that! the! sample! selected! in! Section!7.3.6!may!not!be!representative!of!the!entire!World!Values!Survey!database.!This!is! seen! by! the! mean! scores! of!LG!,! ,!AS!,! ,!GT!,! ,! and!GOV!,! !being! noticeably!different! from! 0.! The! size! of! the! standard! deviations,! however,! suggests! that!these!differences! are!not! significant.!The!potential! for! a! sampling!difference! is!noted,! but! there! is! no! indication! that! it! presents! a! problem! for! the! empirical!analysis.!!Table!7.13!presents!the!Spearman’s!and!Pearson’s!correlations!and!p\values!of!each!variable!analysed!in!this!chapter.!!The! correlation! matrix! finds! no! evidence! to! support! H7.1,! as! while!LG!,! !is!negatively! correlated!with!GROWTH!,!,! this! correlation! is! not! significant! at! any!meaningful! level.! Preliminary! evidence! is! found! to! support!H7.2,! as!AC!,!!has! a!positive! and! significant! correlation! with! GROWTH!,! .! The! matrix! finds!preliminary! evidence! against! H7.3,! as! GT!,! !is! negatively! correlated! with!GROWTH!,!.!!Table! 7.13! reveals! that!GOV!,!!is! correlated!with!GROWTH!,!,!LNGDP!,!,!LG!,!,!AS!,!!and!GT!,!.! This! highlights! the! importance! of! including!GOV!,!!in! the! model,! as!excluding!it!may!lead!to!omitted!variable!bias.!
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Table$7.13:$Correlation$Matrix$
! GROWTH!,!! LG!,!! AC!,!! GT!,!! GOV!,!! LNGDP!,!! CAP!,!! EDU!,!! LAB!,!! TEC!,!!GROWTH!,!! 1! @0.1061! 0.6654! @0.4852! @0.6790! @0.7227! 0.0192! @0.3556! @0.1627! @0.6236!
@! 0.385! 0.000! 0.000! 0.000! 0.000! 0.876! 0.003! 0.182! 0.000!LG!,!! @0.1517! 1! @0.1878! @0.2618! @0.2058! @0.2271! @0.0507! @0.2325! @0.1405! @0.1098!
0.213! @! 0.122! 0.030! 0.090! 0.061! 0.679! 0.055! 0.249! 0.369!AC!,!! 0.6359! @0.2100! 1! @0.3514! @0.5379! @0.5059! 0.1170! @0.2534! @0.1905! @0.3731!
0.000! 0.083! @! 0.003! 0.000! 0.000! 0.338! 0.036! 0.117! 0.002!GT!,!! @0.4203! @0.3605! @0.4094! 1! 0.6827! 0.7378! @0.1904! 0.6293! 0.0003! 0.4024!
0.000! 0.002! 0.001! @! 0.000! 0.000! 0.117! 0.000! 0.998! 0.001!GOV!,!! @0.6242! @0.2421! @0.5174! 0.6788! 1! 0.9004! 0.0330! 0.5274! 0.1598! 0.5846!
0.000! 0.045! 0.000! 0.000! @! 0.000! 0.788! 0.000! 0.190! 0.000!LNGDP!,!! @0.6793! @0.2336! @0.4839! 0.7201! 0.8776! 1! 0.0369! 0.5742! 0.0746! 0.6052!
0.000! 0.053! 0.000! 0.000! 0.000! @! 0.763! 0.000! 0.542! 0.000!CAP!,!! 0.1404! @0.0614! 0.1455! @0.2335! @0.0241! @0.0661! 1! @0.1801! 0.0679! @0.0089!
0.250! 0.616! 0.233! 0.054! 0.844! 0.589! @! 0.139! 0.579! 0.942!EDU!,!! @0.3491! @0.2807! @0.2707! 0.6011! 0.5284! 0.5658! @0.2373! 1! @0.0142! 0.3674!
0.003! 0.020! 0.025! 0.000! 0.000! 0.000! 0.050! @! 0.908! 0.002!LAB!,!! @0.0465! @0.1458! @0.1253! 0.0218! 0.1551! 0.0059! 0.1693! @0.0107! 1! 0.2867!
0.704! 0.232! 0.305! 0.859! 0.203! 0.962! 0.164! 0.930! @! 0.017!TEC!,!! @0.4507! 0.1109! @0.3153! 0.1946! 0.4302! 0.3731! @0.0398! 0.2225! 0.1992! 1!
0.000! 0.364! 0.008! 0.109! 0.000! 0.002! 0.746! 0.066! 0.101! @!Table! 7.13! presents! the! Spearman’s! (top! right)! and! Pearson’s! (bottom! left)! correlations! and! p\values! for! each! of! the!variables!analysed!in!this!chapter.!The!variables!are!defined!as!follows:!GROWTH!,!! The!growth! in! real!GDP!per! capita! for!nation! i! from! time! t+1! to! t+10.!Obtained! from! the!Penn!World!Tables!version!7.1.!LG!,!! The!Limited!Good!Index,!developed!in!Subsection!7.3.4.1.!AC!,!! The!Achievement!Index,!developed!in!Subsection!7.3.4.2.!GT!,!! The!Generalized!Trust!Index,!developed!in!Subsection!7.3.4.3.!GOV!,!! The!Governance!Index.!Developed!in!Subsection!7.3.4.4.!LNGDP!,!! The!natural! logarithm!of! the!real!GDP!per!capita! for!nation! i! in! time!t.!Obtained! from!the!Penn!World!Tables!version!7.1.!CAP!,!! Capital!Formation!as!a!percentage!of!GDP.!Obtained!from!the!World!Bank.!EDU!,!! Percentage!of!Tertiary!Enrolments.!Obtained!from!the!World!Bank.!LAB!,!! Employment!to!population!ratio.!Obtained!from!the!World!Bank.!TEC!,!! High!Technology!Exports!as!a!percentage!of!Manufactured!Exports.!Obtained!from!the!World!Bank.!!!!!!!!
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7.4$ANALYSIS$AND$RESULTS$!
7.4.1$INTRODUCTION$!The! analysis! and! results! section! has! two! objectives.! The! first,! achieved! in!Subsection!7.4.2,!is!to!undertake!a!univariate!analysis!to!examine!the!individual!relationship! between! each! of! the! variables! and! economic! development.! The!second,! achieved! in! Subsection! 7.4.3,! is! to! use! the! models! developed! by! this!chapter!to!test!each!of!the!three!hypotheses.!!!
7.4.2$UNIVARIATE$ANALYSIS$!This!univariate!analysis!breaks!the!sample!into!three!groups!according!to!each!nation’s! level! of! economic! development,! as! determined! by! The! International!Monetary! Fund! (2013).! These! levels! of! economic! development! are:! Advanced!Economies;! Emerging! Markets! and! Developing! Economies;! and! Low! Income!Countries.!This!thesis!defined!each!of!these!classifications!in!Subsection!6.4.2.!!!Table!7.14!presents!the!means!and!standard!deviations!of!each!variable!for!each!development!group.!This!is!followed!by!Table!7.15,!which!presents!the!results!of!the! univariate! analysis.! The! table! presents! the! difference! in! means! for! each!variable! across! the! development! groups,! along!with!Welch’s! (1947)! t\statistic!and!Satterthwaite’s!(1946)!degrees!of!freedom.!!!!
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Table$7.14:$Breakdown$of$Sample$
!!
AEs! EMDEs! LICs!
Ave! StDev! N! Ave! StDev! N! Ave! StDev! N!LG!,!! @0.393! 0.717! 28! @0.112! 0.819! 41! @0.125! 0.819! 8!AC!,!! @0.328! 0.698! 28! 0.475! 0.851! 41! 0.841! 0.668! 8!GT!,!! 0.890! 0.834! 28! @0.348! 0.563! 41! @0.668! 0.595! 8!GROWTH!,!! 3.852! 1.649! 28! 7.189! 3.209! 41! 9.676! 5.568! 8!GOV!,!! 1.220! 0.480! 28! @0.301! 0.693! 41! @0.569! 0.762! 8!LNGDP!,!! 10.006! 0.446! 28! 8.569! 0.708! 41! 7.811! 0.680! 8!CAP!,!! 21.587! 3.220! 28! 23.589! 6.677! 41! 23.861! 5.688! 8!EDU!,!! 50.642! 15.843! 28! 31.607! 13.743! 41! 29.899! 13.307! 8!LAB!,!! 54.668! 7.789! 28! 53.432! 6.975! 41! 55.288! 5.451! 8!TEC!,!! 18.815! 13.029! 28! 7.937! 9.870! 41! 11.250! 19.423! 8!Table! 7.14! presents! the!means,! standard! deviations! and! total! number! of! observations! for! each! of! the! variables.! The!sample!in!broken!into!three!groups:!Advanced!Economies!(AEs),!Emerging!Markets!and!Developing!Economies!(EMDEs)!and!Low!Income!Countries!(LICs),!based!on!the!classifications!used!by!the!International!Monetary!Fund!(2013).!Note!that!all!LICs!are!also!EMDEs.!The!variables!are!defined!as!follows:!GROWTH!,!! The!growth! in! real!GDP!per! capita! for!nation! i! from! time! t+1! to! t+10.!Obtained! from! the!Penn!World!Tables!version!7.1.!LG!,!! The!Limited!Good!Index,!developed!in!Subsection!7.3.4.1.!AC!,!! The!Achievement!Index,!developed!in!Subsection!7.3.4.2.!GT!,!! The!Generalized!Trust!Index,!developed!in!Subsection!7.3.4.3.!GOV!,!! The!Governance!Index.!Developed!in!Subsection!7.3.4.4.!LNGDP!,!! The!natural! logarithm!of! the!real!GDP!per!capita! for!nation! i! in! time!t.!Obtained! from!the!Penn!World!Tables!version!7.1.!CAP!,!! Capital!Formation!as!a!percentage!of!GDP.!Obtained!from!the!World!Bank.!EDU!,!! Percentage!of!Tertiary!Enrolments.!Obtained!from!the!World!Bank.!LAB!,!! Employment!to!population!ratio.!Obtained!from!the!World!Bank.!TEC!,!! High!Technology!Exports!as!a!percentage!of!Manufactured!Exports.!Obtained!from!the!World!Bank.!!
Table$7.15:$Univariate$Analysis$
! AEs!–!EMDEs! AEs!–!LICs! EMDEs!–!LICs!
Diff.! T@Stat! d.f.! Diff.! T@Stat! d.f.! Diff.! T@Stat! d.f.!LG!,!! @0.282! @1.512! 63! @0.269! @0.881! 10! 0.013! 0.041! 10!AC!,!! @0.803! @4.289***! 65! @1.169! @2.969**! 12! @0.366! @1.349! 12!GT!,!! 1.238! 6.861***! 44! 1.558! 4.710***! 16! 0.319! 1.401! 10!GROWTH!,!! @3.337! @5.654***! 63! @5.824! @1.674! 7! @2.487! @1.224! 8!GOV!,!! 1.521! 10.768***! 67! 1.789! 5.346***! 9! 0.268! 0.923! 9!LNGDP!,!! 1.437! 10.332***! 67! 2.195! 5.642***! 9! 0.758! 2.863**! 10!CAP!,!! @2.002! @1.658! 61! @2.274! @0.953! 8! @0.272! @0.120! 11!EDU!,!! 19.035! 5.167***! 53! 20.743! 3.413***! 13! 1.708! 0.330! 10!LAB!,!! 1.236! 0.675! 54! @0.620! 0.510! 16! @1.856! @0.838! 12!TEC!,!! 10.878! 3.745***! 47! 7.565! 1.491! 9! @3.313! @0.471! 8!Table! 7.15! presents! the! univariate! analysis! between! Advanced! Economies! (AEs),! Emerging! Markets! and! Developing!Economies!(EMDEs)!and!Low!Income!Countries!(LICs).!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!two\tailed!test.!The!variables!are!defined!as!follows:!GROWTH!,!! The!growth! in! real!GDP!per! capita! for!nation! i! from! time! t+1! to! t+10.!Obtained! from! the!Penn!World!Tables!version!7.1.!LG!,!! The!Limited!Good!Index,!developed!in!Subsection!7.3.4.1.!
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AC!,!! The!Achievement!Index,!developed!in!Subsection!7.3.4.2.!GT!,!! The!Generalized!Trust!Index,!developed!in!Subsection!7.3.4.3.!GOV!,!! The!Governance!Index.!Developed!in!Subsection!7.3.4.4.!LNGDP!,!! The!natural! logarithm!of! the!real!GDP!per!capita! for!nation! i! in! time!t.!Obtained! from!the!Penn!World!Tables!version!7.1.!CAP!,!! Capital!Formation!as!a!percentage!of!GDP.!Obtained!from!the!World!Bank.!EDU!,!! Percentage!of!Tertiary!Enrolments.!Obtained!from!the!World!Bank.!LAB!,!! Employment!to!population!ratio.!Obtained!from!the!World!Bank.!TEC!,!! High!Technology!Exports!as!a!percentage!of!Manufactured!Exports.!Obtained!from!the!World!Bank.!!Table!7.15!finds!evidence!to!support!H7.3,!as!the!Generalizable!Trust!Syndrome!(GT!,!)!is!significantly!more!prevalent!in!Advanced!Economies!than!in!Emerging!and!Developing!Markets.!Interestingly,!the!table!finds!evidence!against!H7.2,!as!AC!,! !is! significantly! lower! in! Advanced! Economies! than! in! Emerging! and!Developing!Markets.!The!univariate!analysis!also! finds! that!GROWTH!,!!is!much!larger!in!EMDEs!than!in!AEs,!which!is!consistent!with!convergence!theory,!which!was! discussed! in! Subsection! 3.4.3.! This! affirms! the! importance! of! including!LNGDP!,!!as!a!control!variable!in!the!models!estimated!by!this!chapter.!!
7.4.3$MULTIVARIATE$ANALYSIS$!Table! 7.16! presents! the! results! of! the! multivariate! analysis,! examining! the!relationship!between!Marini’s!cultural!concepts!and!economic!growth.!!
Table$7.16:$Multivariate$Analysis$
!! !! Model$7.1$ Model$7.2$ Model$7.3$!! !! Fixed!Effects! Random!Effects! OLS!!! ! GROWTH! GROWTH! GROWTH!Constant! !! 73.8524!!!!!!!!!!!!!!!!!!!!!!!(2.85)***! 26.0040!!!!!!!!!!!!!!!!!!(3.01)***! 24.2066!!!!!!!!!!!!!!!!!!!!!(3.08)***!LG!,!! H7.1–! 1.2242!!!!!!!!!!!!!!!!!!!!!!!(4.47)***! \1.0556!!!!!!!!!!!!!!!!!!!(\2.18)**! \0.6789!!!!!!!!!!!!!!!!!!!!!(\1.93)*!AC!,!! H7.2+! 0.4047!!!!!!!!!!!!!!!!!!!!!!(1.64)! 0.6013!!!!!!!!!!!!!!!!!!!!!!!!(2.77)***! 1.0814!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.86)***!!
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!! !! Model$7.1$(cont.)( Model$7.2$(cont.)( Model$7.3$(cont.)(!! !! Fixed!Effects! Random!Effects! OLS!!! ! GROWTH! GROWTH! GROWTH!GT!,!! H7.3+! 0.5459!!!!!!!!!!!!!!!!!!!!!!!(1.22)! \0.1795!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.49)! 0.4168!!!!!!!!!!!!!!!!!!!!!!!!(0.96)!GOV!,!! !! \4.0237!!!!!!!!!!!!!!!!!!!!!!!!!!(\3.26)***! 0.1825!!!!!!!!!!!!!!!!!!!!!!(0.29)! 0.0268!!!!!!!!!!!!!!!!!!!!!!!!!!(0.05)!LNGDP!,!! !! \7.4254!!!!!!!!!!!!!!!!!!!!!(\2.41)**! \1.9710!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.16)**! \2.0615!!!!!!!!!!!!!!!!!!!!!(\2.29)**!CAP!,!! !! 0.0967!!!!!!!!!!!!!!!!!!!!!!(2.52)**! 0.0177!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.32)! 0.0406!!!!!!!!!!!!!!!!!!!!!!!!!!(0.59)!EDU!,!! !! \0.0286!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.64)! \0.0363!!!!!!!!!!!!!!!!!!!!(\2.12)**! 0.0002!!!!!!!!!!!!!!!!!!!!!!!(0.01)!LAB!,!! !! \0.0181!!!!!!!!!!!!!!!!!!!!!(\0.50)! \0.0264!!!!!!!!!!!!!!!!!!!!!!!!!(\0.63)! \0.0087!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.26)!TEC!,!! !! 0.1007!!!!!!!!!!!!!!!!!!!!!!!!(4.19)***! \0.0107!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.41)! \0.0322!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.48)!WAVE!! !! \! \! 0.0124!!!!!!!!!!!!!!!!!!!!!!!!(0.03)!n!(obs)! !! 69! 69! 69!n!(groups)! !! 55! 55! \!R!!within! !! 0.9316! 0.6241! \!R!!between! !! 0.3877! 0.5610! \!R!!overall! !! 0.4069! 0.5901! 0.6485!Test!Statistic! !! F!,!"=140.01! !!!=66.29! F!",!"=13.89!Prob>Statistic! !! 0.0000! 0.0000! 0.0000!AIC! !! \79.76056! \! 302.5939!!! !! xtoverid!p=0.0000! !!Table! 7.16! presents! the! results! of! the! regressions! examining! the! extent! to! which! Marini’s! cultural! concepts! explain!economic!growth.!Models!7.1,!7.2!and!7.3!present! the!output!of! the!estimated! fixed!effects!panel!data!model,! random!effects! panel! data!model! and! pooled! cross\sectional! linear! regression!model,! respectively.! The! dependent! variable! in!each!model!is!GROWTH!,!,!which!is!the!compounded!annual!growth!in!real!GDP!per!capita!for!each!nation!from!time!t+1!to! t+10,! calculated! using! data! from! the! Penn! World! Tables! version! 7.1.! The! table! presents! the! coefficient! for! each!variable,!along!with!the!t\ratio,!calculated!using!robust!standard!errors!to!account!for!clustering!in!the!sample.!*,!**!and!***! are! used! to! indicate! significance! at! the! less! than! 10%,! 5%! and! 1%! levels! respectively! for! the! one\tailed! test.! The!independent!variables!are!defined!as!follows:!GROWTH!,!! The!growth! in! real!GDP!per! capita! for!nation! i! from! time! t+1! to! t+10.!Obtained! from! the!Penn!World!Tables!version!7.1.!LG!,!! The!Limited!Good!Index,!developed!in!Subsection!7.3.4.1.!AC!,!! The!Achievement!Index,!developed!in!Subsection!7.3.4.2.!GT!,!! The!Generalized!Trust!Index,!developed!in!Subsection!7.3.4.3.!GOV!,!! The!Governance!Index.!Developed!in!Subsection!7.3.4.4.!LNGDP!,!! The!natural! logarithm!of! the!real!GDP!per!capita! for!nation! i! in! time!t.!Obtained! from!the!Penn!World!Tables!version!7.1.!CAP!,!! Capital!Formation!as!a!percentage!of!GDP.!Obtained!from!the!World!Bank.!EDU!,!! Percentage!of!Tertiary!Enrolments.!Obtained!from!the!World!Bank.!LAB!,!! Employment!to!population!ratio.!Obtained!from!the!World!Bank.!TEC!,!! High!Technology!Exports!as!a!percentage!of!Manufactured!Exports.!Obtained!from!the!World!Bank.!!
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Model! 7.1! employs! the! fixed! effects! panel! data! estimator,! and! therefore!examines!the!variations!within!each!nation!over!time.!The!model!finds!evidence!against!H7.1,!as!LG!,!!is!positive!and!significant!at!the!less!than!1%!level.!There!is!no!evidence,!however!to!support!H7.2!or!H7.3,!as!while!the!coefficients!for!AC!,!!and!GT!,!!are!positive,!they!are!not!statistically!significant!at!any!of!the!standard!levels.!Model!7.1!therefore!suggests!that!an!increase!in!a!nation’s!Limited!Good!Syndrome!will!lead!to!an!increase!in!economic!growth!within!that!nation.!!Model!7.2! employs! the! random!effects!panel!data! estimator.!Unlike!Model!7.1,!Model!7.2!finds!support!for!H7.1,!as!LG!,!!is!found!to!be!negative!and!statistically!significant! at! the! less! than!5%!confidence! level.!H7.2! is! also! supported,! as! the!coefficient!for!AC!,!!is!both!positive!and!significant!at!the!less!than!1%!level.!Once!again,! the! model! finds! no! support! for! H7.3.! These! results,! however,! are!meaningless! as! the! xtoverid! test! finds! that! the! random! effects! model! is!inconsistent.!Model!7.1!therefore!provides!a!better!estimation!of!the!true!model.!!Model!7.3!presents!the!pooled!cross\sectional!ordinary!least!squares!estimation!of!the!model!developed!in!Subsection!7.3.5.!This!model’s!findings!are!similar!to!those!of!Model!7.2,!which!was!found!to!be!inconsistent.!The!usefulness!of!these!findings,!however,!is!questionable!as!the!model!was!estimated!using!panel!data.!!Each!of!the!three!models!was!estimated!using!robust!standard!errors!to!account!for! clustering! in! the! data.! This! controls! for! any! heteroskedasticity! and! non\normal!distributions!of!the!error!term.!!
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7.4.4$CONCLUSION$!This! section! tested! Marini’s! (2004)! conceptual! model! on! the! relationship!between!informal!institutions!and!economic!growth.!!!Subsection! 7.4.2! presented! the! univariate! analysis,! and! found! no! evidence! to!support!H7.1.! Evidence!was! found! against!H7.2,! as! Advanced! Economies! have!significantly! lower! Achievement! Index! scores! than! Emerging! and! Developing!Markets.! Evidence! was! found! to! support! H7.3,! as! more! developed! economies!have!significantly!higher!levels!of!Generalized!Trust!than!developing!economies.!!Subsection! 7.4.3! presented! the! multivariate! analysis,! testing! the! hypotheses!using!the!model!developed!in!Subsection!7.3.5.!The!model!was!regressed!using!three!estimators:!the!fixed!effects!estimator,!the!random!effects!estimator,!and!a!pooled! ordinary! least! squares! linear! estimator.! Each! of! the! models! was!estimated! with! robust! standard! errors! to! account! for! the! clustering! that!normally!occurs! in! cross!national!panel!data.!As!a! result,! the!Hausman! (1978)!test! could!not!be!used! to! evaluate! the! fixed!and! random!effect!models,! and! so!Schaffer!and!Stillman’s!(2011)!xtoverid!test!was!used.!The!random!effects!model!was! found! to!be! inefficient,! so! valid! statistical! inferences! could!only!be!drawn!from!the!fixed!effects!model.!The!fixed!effects!model!did!not!find!any!evidence!to!support! any! of! the! hypotheses! tested! in! this! chapter.! Evidence!was,! however,!found!against!H7.1,! as! the!estimated!model! suggests! that!higher!Limited!Good!Index!scores!lead!to!higher!economic!growth!rates!within!nations.!!
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7.5$ROBUSTNESS$ANALYSIS$!
7.5.1$INTRODUCTION$!Section!7.4!did!not!find!strong!evidence!to!support!any!of!the!three!hypotheses!tested!by!this!chapter.!Section!7.5!examines!the!robustness!of!these!findings!by!relaxing!two!key!assumptions.!The!first,!relaxed! in!Subsection!7.5.2,! is! that!the!cultural! indices! have! a! linear! relationship!with! economic! growth.! The! second,!relaxed!in!Subsection!7.5.3,!is!that!the!relationship!between!the!cultural!indices!and!economic!growth!is!the!same!across!all!three!development!groups.!!
7.5.2$NONcLINEARITIES$!Thus! far,! Chapter! 7! has! assumed! that! the! cultural! indices! developed! in!Subsection! 7.3.4! have! a! linear! relationship! to! future! economic! growth.! This!robustness! test! examines! that! assumption! by! including! first! squared,! then!logarithmic!terms!into!the!model!developed!in!Subsection!7.3.5.!!Table!7.17!presents! the! re\estimation!of! the!models! from!Table!7.16,!with! the!inclusion! of! three! additional! independent! variables:!LG!,!! ,!AC!,!! !and!GT!,!! ,! which!are!the!squares!of!LG!,!,!AC!,!!and!GT!,!!respectively.!!!!!!
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Table$7.17:$Robustness$Test$–$Squares$
!! !! Model$7.1S$ Model$7.2S$ Model$7.3S$!! !! Fixed!Effects! Random!Effects! OLS!! ! GROWTH! GROWTH! GROWTH!Constant! !! 95.8941!!!!!!!!!!!!!!!(3.29)***! 23.8804!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.65)***! 23.2837!!!!!!!!!!!!!!!!!!!(2.67)**!LG!,!! H7.1–! \0.0612!!!!!!!!!!!!!!!!!!!!!(\0.15)! \1.2541!!!!!!!!!!!!!!!!!!!!!(\2.42)**! \0.7590!!!!!!!!!!!!!!!!!!!(\1.98)*!AC!,!! H7.2+! \0.4701!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.02)**! 0.2073!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.61)! 0.8369!!!!!!!!!!!!!!!!!!!(2.34)**!GT!,!! H7.3+! 1.4547!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.68)***! \0.3993!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.76)! \0.1874!!!!!!!!!!!!!!!!!!!(\0.32)!GOV!,!! !! \5.1546!!!!!!!!!!!!!!!!!!!!!!!(\4.84)***! 0.0281!!!!!!!!!!!!!!!!!!!!!!!!(\0.05)! 0.5118!!!!!!!!!!!!!!!!!!!!!!!(1.04)!LNGDP!,!! !! \9.7969!!!!!!!!!!!!!!!!!!!!!!!!(\3.06)***! \1.7640!!!!!!!!!!!!!!!!!!!!!!!!(\1.78)*! \1.8671!!!!!!!!!!!!!!!!!!!!!!(\1.89)*!CAP!,!! !! 0.1518!!!!!!!!!!!!!!!!!!!!!!!!!!!(4.77)***! 0.0296!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.51)! 0.0561!!!!!!!!!!!!!!!!!!!!!(0.75)!EDU!,!! !! \0.0241!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.65)! \0.0382!!!!!!!!!!!!!!!!!!!!!!!!!(\2.15)**! 0.0005!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.03)!LAB!,!! !! \0.0337!!!!!!!!!!!!!!!!!!!!!!!!!(\0.60)! \0.0242!!!!!!!!!!!!!!!!!!!!(\0.60)! \0.0456!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.23)!TEC!,!! !! 0.0974!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(4.92)***! \0.0120!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.44)! \0.0303!!!!!!!!!!!!!!!!!!!!(\1.35)!WAVE! ! !! \! \! \0.0208!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.04)!LG!,!! ! !! \2.0363!!!!!!!!!!!!!!!!!!!!!!(\3.49)***! \0.4655!!!!!!!!!!!!!!!!!!!(\1.02)! \0.0273!!!!!!!!!!!!!!!!!!!!!!!!!(\0.07)!AC!,!! ! !! 0.1881!!!!!!!!!!!!!!!!(0.94)! 0.4065!!!!!!!!!!!!!!!!!!!(1.59)! 1.1440!!!!!!!!!!!!!!!!!!!!!!!!!(2.79)***!GT!,!! ! !! 0.4294!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.07)**! 0.0093!!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.03)! \0.0758!!!!!!!!!!!!!!!!!!(\0.27)!n!(obs)! !! 69! 69! 69!n!(groups)! !! 55! 55! \!R!!within! !! 0.9769! 0.6096! \!R!!between! !! 0.4322! 0.5944! \!R!!overall! !! 0.4470! 0.6204! 0.7166!Test!Statistic! !! F!",!"=556.59! !!"! =82.37! F!",!!=12.40!Prob>Statistic! !! 0.0000! 0.0000! 0.0000!AIC! !! \148.5371! \! 293.7254!!! !! xtoverid!p=0.0000! !!Table!7.17!presents!the!re\estimated!results!from!Table!7.16!with!the!inclusion!of!squared!terms!for!LG!,!,!AC!,!!and!GT!,!.!Models!7.1S,!7.2S!and!7.3S!present!the!output!of!the!estimated!fixed!effects!panel!data!model,!random!effects!panel!data!model! and! pooled! cross\sectional! linear! regression! model,! respectively.! The! dependent! variable! in! each! model! is!GROWTH!,!,! which! is! the! compounded! annual! growth! in! real! GDP! per! capita! for! each! nation! from! time! t+1! to! t+10,!calculated!using!data!from!the!Penn!World!Tables!version!7.1.!The!table!presents!the!coefficient!for!each!variable,!along!with!the!t\ratio,!calculated!using!robust!standard!errors!to!account!for!clustering!in!the!sample.!*,!**!and!***!are!used!to!indicate! significance! at! the! less! than! 10%,! 5%! and! 1%! levels! respectively! for! the! one! tailed! test.! The! independent!variables!are!defined!as!follows:!GROWTH!,!! The!growth! in! real!GDP!per! capita! for!nation! i! from! time! t+1! to! t+10.!Obtained! from! the!Penn!World!Tables!version!7.1.!
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LG!,!! The!Limited!Good!Index,!developed!in!Subsection!7.3.4.1.!AC!,!! The!Achievement!Index,!developed!in!Subsection!7.3.4.2.!GT!,!! The!Generalized!Trust!Index,!developed!in!Subsection!7.3.4.3.!GOV!,!! The!Governance!Index.!Developed!in!Subsection!7.3.4.4.!LNGDP!,!! The!natural! logarithm!of! the!real!GDP!per!capita! for!nation! i! in! time!t.!Obtained! from!the!Penn!World!Tables!version!7.1.!CAP!,!! Capital!Formation!as!a!percentage!of!GDP.!Obtained!from!the!World!Bank.!EDU!,!! Percentage!of!Tertiary!Enrolments.!Obtained!from!the!World!Bank.!LAB!,!! Employment!to!population!ratio.!Obtained!from!the!World!Bank.!TEC!,!! High!Technology!Exports!as!a!percentage!of!Manufactured!Exports.!Obtained!from!the!World!Bank.!!Model!7.1S!finds!strong!evidence!that!the!non\linearities!should!be!included!in!the!model!as!LG!,!! ,!AC!,!! !and!GT!,!! !are!jointly!significant!at!the!less!than!1%!level.!Furthermore,! the! three! cultural! indices! are! important! in! explaining! future!economic! growth! as:!LG!,! !and!LG!,!! ;!AC!,! !and!AC!,!! ;! and!GT!,! !and!GT!,!! !are! all!jointly!significant!at! the! less! than!1%!level.!However,!not!all!of! these!variables!are!individually!significant.!!!Examining!each!group!of!variables!in!turn,!Model!7.1S!finds!that!the!coefficient!of!LG!,!!is!negative!but! insignificant,!while!the!coefficient!of!LG!,!! !is!negative!and!significant!at!the!less!than!1%!level.!This!suggests!that!more!extreme!values!of!LG!,!!are! associated! with! lower! levels! of! economic! growth.!AC!,!!is! found! to! be!negative!and!significant!at!the!less!than!5%!level,!while!AC!,!! !is!not!significant!at!any! of! the! standard! levels.! This! is! evidence! against! H7.2,! as! it! suggests! lower!Achievement! Index! scores! will! lead! to! higher! levels! of! economic! growth.!GT!,!!and!GT!,!! !are! both! positive! and! significant! at! the! less! than! 1%! and! 5%! levels!respectively.! These! findings! suggest! that! if! a! nation! has! a! Generalized! Trust!Index!score!above!(below)!\1.69,!then!an!increase!in!the!Generalized!Trust!Index!will! increase! (decrease)! future! economic! growth.! The! lowest! GT! score! in! the!sample! is! \1.68,! which! suggest! that! an! increase! in! GT! will! lead! to! an!
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improvement! in! economic! growth! for! all! nations! in! the! sample.! Model! 7.1S!outperforms!Model!7.1,!as!it!has!a!dramatically!lower!Akaike!Criterion!score.!!Model! 7.2S! finds! no! evidence! of! a! non\linear! relationship! between! any! of! the!cultural! indices!and!economic!growth.!These!findings,!however,!are!not!robust,!as!Model!7.2S!is!found!to!be!inconsistent!under!the!xtoverid!test.!Model!7.1S!is!therefore! superior,! and! statistical! inferences! should!not! be!drawn! from!Model!7.2S.!!Model!7.3S!finds!evidence!of!a!non\linear!relationship!between!the!Achievement!Syndrome!and! future! economic! growth.!However,! as!was! the! case!with!Model!7.3,!the!appropriateness!of!this!model!is!questionable!at!best.!!Table!7.18!presents!the!second!re\estimation!of!the!models!from!Table!7.16,!this!time!including!three!additional!variables!to!account!for!logarithms.!To!generate!the!logarithms!of!the!cultural!indices,!each!of!LG!,!,!AC!,!!and!GT!,!!is!increased!by!3!for!each!observation!to!ensure!that!all!values!are!positive.!Taking!the!natural!logarithm! of! each! creates! three! new! variables:! ln(LG!,!+3),! ln(AC!,!+3)! and!ln(GT!,!+3).!!
Table$7.18:$Robustness$Test$–$Logarithms$
!! !! Model$7.1L$ Model$7.2L$ Model$7.3L$!! !! Fixed!Effects! Random!Effects! OLS!! ! GROWTH! GROWTH! GROWTH!Constant! !! 86.4605!!!!!!!!!!!!!!!!!!(3.81)***! 20.1057!!!!!!!!!!!!!!!!!!(2.05)**! 35.2177!!!!!!!!!!!!!!!!!!!(3.47)***!LG!,!! H7.1–! \6.0708!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\3.50)***! 4.2881!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.85)*! \0.8528!!!!!!!!!!!!!!!!!!(\0.44)!
! ! Page!243!
!
! !! !! Model$7.1L$(cont.)( Model$7.2L$(cont.)( Model$7.3L$(cont.)(!! !! Fixed!Effects! Random!Effects! OLS!! ! GROWTH! GROWTH! GROWTH!AC!,!! H7.2+! 1.1273!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.95)! 2.6414!!!!!!!!!!!!!!!!!!!!!!!!!!(1.99)**! 5.8357!!!!!!!!!!!!!!!!!!!!(2.54)**!GT!,!! H7.3+! 3.7567!!!!!!!!!!!!!!!!!!!!!!!!!(3.13)***! \0.7873!!!!!!!!!!!!!!!!!!!!!(\0.46)! \1.1593!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.73)!GOV!,!! !! \4.5519!!!!!!!!!!!!!!!!!!!!!!(\4.28)***! \0.0731!!!!!!!!!!!!!!!!!!!!!!(\0.11)! 0.4863!!!!!!!!!!!!!!!!!!!!!(0.87)!LNGDP!,!! !! \9.8618!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.92)***! \1.7358!!!!!!!!!!!!!!!!!!!!!!!(\1.72)*! \2.0938!!!!!!!!!!!!!!!!!!!!!!(\1.81)*!CAP!,!! !! 0.1311!!!!!!!!!!!!!!!!!(3.78)***! 0.0270!!!!!!!!!!!!!!!!!!!!(0.48)! 0.0520!!!!!!!!!!!!!!!!(0.70)!EDU!,!! !! \0.0128!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.31)! \0.0434!!!!!!!!!!!!!!!!!!!!!!!!(\2.42)**! 0.0005!!!!!!!!!!!!!!!!!(0.03)!LAB!,!! !! \0.0156!!!!!!!!!!!!!!!!!!!!!!!!!(\0.30)! \0.0140!!!!!!!!!!!!!!!!!!!!!!!!!(\0.34)! \0.0270!!!!!!!!!!!!!!!!!!!!!!!!(\0.73)!TEC!,!! !! 0.0911!!!!!!!!!!!!!!!!!(5.54)***! \0.0040!!!!!!!!!!!!!!!!!!!!!!!!!(\0.14)! \0.0267!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\1.10)!WAVE! ! !! \! \! \0.0006!!!!!!!!!!!!!!!!!!!!!!!!!(\0.00)!ln(LG!,!+3)! !! 18.8744!!!!!!!!!!!!!!!!!!!!!!(3.94)***! 8.7271!!!!!!!!!!!!!!!!!!!!!(1.45)! 0.5600!!!!!!!!!!!!!!!!!!!!!(0.11)!ln(AC!,!+3)! !! \4.1422!!!!!!!!!!!!!!!!!!!!!!!!!(\1.18)! \7.0070!!!!!!!!!!!!!!!!!!!!!!(\1.91)*! \13.7685!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\2.11)**!ln(GT!,!+3)! !! \7.0148!!!!!!!!!!!!!!!!!!!!!!!(\2.06)**! 1.2170!!!!!!!!!!!!!!!!!!!!!!(0.23)! 3.5897!!!!!!!!!!!!!!!!!!!!!!!!!!(0.60)!!! !! !! !! !!n!(obs)! !! 69! 69! 69!n!(groups)! !! 55! 55! \!R!!within! !! 0.9815! 0.6683! \!R!!between! !! 0.4157! 0.5736! \!R!!overall! !! 0.4909! 0.5977! 0.6963!Test!Statistic! !! F!",!"=1151.06! !!"! =73.66! F!",!!=16.42!Prob>Statistic! !! 0.0000! 0.0000! 0.0000!AIC! !! \163.9999! \! 298.4917!!! !! xtoverid!p=0.0000! !!Table! 7.18! presents! the! re\estimated! results! from! Table! 7.16!with! the! inclusion! of! logarithms! for!LG!,!,!AC!,!!and!GT!,!.!Models!7.1L,!7.2L!and!7.3L!present!the!output!of!the!estimated!fixed!effects!panel!data!model,!random!effects!panel!data!model! and! pooled! cross\sectional! linear! regression! model,! respectively.! The! dependent! variable! in! each! model! is!GROWTH!,!,! which! is! the! compounded! annual! growth! in! real! GDP! per! capita! for! each! nation! from! time! t+1! to! t+10,!calculated!using!data!from!the!Penn!World!Tables!version!7.1.!The!table!presents!the!coefficient!for!each!variable,!along!with!the!t\ratio,!calculated!using!robust!standard!errors!to!account!for!clustering!in!the!sample.!*,!**!and!***!are!used!to!indicate! significance! at! the! less! than! 10%,! 5%! and! 1%! levels! respectively! for! the! one! tailed! test.! The! independent!variables!are!defined!as!follows:!GROWTH!,!! The!growth! in! real!GDP!per! capita! for!nation! i! from! time! t+1! to! t+10.!Obtained! from! the!Penn!World!Tables!version!7.1.!LG!,!! The!Limited!Good!Index,!developed!in!Subsection!7.3.4.1.!AC!,!! The!Achievement!Index,!developed!in!Subsection!7.3.4.2.!GT!,!! The!Generalized!Trust!Index,!developed!in!Subsection!7.3.4.3.!GOV!,!! The!Governance!Index.!Developed!in!Subsection!7.3.4.4.!
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LNGDP!,!! The!natural! logarithm!of! the!real!GDP!per!capita! for!nation! i! in! time!t.!Obtained! from!the!Penn!World!Tables!version!7.1.!CAP!,!! Capital!Formation!as!a!percentage!of!GDP.!Obtained!from!the!World!Bank.!EDU!,!! Percentage!of!Tertiary!Enrolments.!Obtained!from!the!World!Bank.!LAB!,!! Employment!to!population!ratio.!Obtained!from!the!World!Bank.!TEC!,!! High!Technology!Exports!as!a!percentage!of!Manufactured!Exports.!Obtained!from!the!World!Bank.!!The! findings! of! Table! 7.18! are! similar! to! those! of! Table! 7.17.! Once! again,! the!fixed!effects!model!is!preferred,!as!the!xtoverid!test!finds!that!the!random!effects!model! is! inefficient.! The! three! logarithmic! terms! are! also! jointly! significant.!While!the!findings!for!the!Limited!Good!Index!and!Generalizable!Trust!Index!are!the!same!as!Model!7.1S,!Model!7.1L!finds!no!evidence!of!a!relationship!between!the! Achievement! Index! and! future! economic! growth.! Interestingly,! like!Model!7.3S,! Model! 7.3L! finds! evidence! of! a! non\linear! relationship! between! the!Achievement! Index! and! future! economic! growth.! Table! 7.19! compares! the!findings!of!Model!7.1S!and!Model!7.1L.!!!
Table$7.19:$Summary$of$Results$! Model$7.1S$ Model$7.1L$!! (Squares)$ (Logarithms)$Limited!Good!Index! maximum:!~0! maximum:!0.11!Achievement!Index! ‘\’ve!relationship! No!relationship!Generalized!Trust!Index! minimum:!\1.69! minimum:!\1.13!R!!within! 09769! 0.9815!R!!between! 0.4322! 0.4157!R!!overall! 0.4470! 0.4909!Akaike!Criterion! \148.5371! \163.9999!!Table!7.19!shows!that!the!direction!of!the!non\linear!relationships!predicted!by!both! models! is! the! same.! What! differs! between! the! models! is! the! estimated!turning!points!of!LG!,!,!and!GT!,!.!The!models!propose!a!similar!minimum!turning!point!for!LG!,!,!0!for!Model!7.1S,!and!0.11!for!Model!7.1L.!The!difference!between!
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the! estimated!minimum! turning!points! is! larger! for!GT!,!:! \1.69! for!Model! 7.1S,!and! \1.13! for!Model! 7.1L.! There! are! however,! only! two! observations! between!these!values:!Bulgaria! (\1.17)!and! India!(\1.31),!both!measured! in!wave!3.!The!models!also!disagree!on!the!importance!of!AC!,!!in!explaining!economic!growth,!as!Model! 7.1S! suggests! that!AC!,!!has! a!negative! linear! relationship!with! future!economic! growth,! while! Model! 7.1L! finds! no! evidence! of! a! relationship.! The!model! fit! statistics! indicate! that!Model!7.1L!outperforms!Model!7.1S,! as!Model!7.1L!explains!a!higher!proportion!of!the!total!variance,!and!has!a! lower!Akaike!Criterion!score.!This!suggests!that!the!Achievement!Index!may!not!be!important!in!explaining!changes!in!economic!growth!within!nations.!!
7.5.3$EMERGING$MARKETS$AND$DEVELOPING$ECONOMIES$!A!major!assumption!of!the!Fixed!Effects!model!is!that!the!estimated!effects!are!the!same!across!all!nations.!This!assumes!that!the!effect!of!informal!institutions!on!economic!growth! is! the!same!in!both!Advanced!and!Developing!Economies.!Subsection! 7.5.3! tests! this! assumption! by! regressing! two! additional! models.!First,!Model!7.1!is!re\estimated!using!only!observations!from!Emerging!Markets!and! Developing! Economies.! Secondly,! Model! 7.1! is! re\estimated! using! the! full!sample,!but!with!interaction!terms!between!each!of!the!cultural! indices!and!an!Advanced! Economies! indicator! variable! to! test! for! different! slope! effects!between! AEs! and! EMDEs.! Table! 7.20! presents!Model! 7.1,! along!with! both! re\estimations27.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!27!Models!7.1E!and!7.1F!do!not!include!non\linearities!due!to!insufficient!observations.!
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Table$7.20:$Robustness$Test$–$EMDEs$
!! !! Model$7.1$ Model$7.1E$ Model$7.1F$!! !! Fixed!Effects! Fixed!Effects! Fixed!Effects!! ! GROWTH! GROWTH! GROWTH!Constant! !! 73.8524!!!!!!!!!!!!!!!!!!!!!!!(2.85)***! \56.2018!!!!!!!!!!!!!!!!!!!!(\2.18)**! \53.4433!!!!!!!!!!!!!!!!!!(\2.16)**!LG!,!! H7.1–! 1.2242!!!!!!!!!!!!!!!!!!!!!!!(4.47)***! 1.6290!!!!!!!!!!!!!!!!!!(4.72)***! 1.5398!!!!!!!!!!!!!!!(5.69)***!AC!,!! H7.2+! 0.4047!!!!!!!!!!!!!!!!!!!!!!(1.64)! 1.3567!!!!!!!!!!!!!!!!!!!!!(7.60)***! 1.3916!!!!!!!!!!!!!!!!!!!!(7.51)***!GT!,!! H7.3+! 0.5459!!!!!!!!!!!!!!!!!!!!!!!(1.22)! \1.1633!!!!!!!!!!!!!!!!!!(\3.46)***! \1.2304!!!!!!!!!!!!!!!!!!!!!!!!!!(\3.40)***!GOV!,!! !! \4.0237!!!!!!!!!!!!!!!!!!!!!!!!!!(\3.26)***! \5.3177!!!!!!!!!!!!!!!!!!!(\5.82)***! \5.2431!!!!!!!!!!!!!!!!!!!!!(\6.10)***!LNGDP!,!! !! \7.4254!!!!!!!!!!!!!!!!!!!!!(\2.41)**! 7.2830!!!!!!!!!!!!!!!!!!!!(2.48)**! 6.7501!!!!!!!!!!!!!!!!!!(2.51)**!CAP!,!! !! 0.0967!!!!!!!!!!!!!!!!!!!!!!(2.52)**! 0.1515!!!!!!!!!!!!!!!!!!!!!(7.74)***! 0.1566!!!!!!!!!!!!!!!!!(7.21)***!EDU!,!! !! \0.0286!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.64)! \0.1717!!!!!!!!!!!!!!!!!!!!!!!!(\5.13)***! \0.1638!!!!!!!!!!!!!!!!!!!!!!!!!(5.45)***!LAB!,!! !! \0.0181!!!!!!!!!!!!!!!!!!!!!(\0.50)! \0.0342!!!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.74)! \0.0362!!!!!!!!!!!!!!!!!!!!!!!!!!(\0.77)!TEC!,!! !! 0.1007!!!!!!!!!!!!!!!!!!!!!!!!(4.19)***! 0.2770!!!!!!!!!!!!!!!!!!!!!!!(4.82)***! 0.2601!!!!!!!!!!!!!!!!!!!!(5.28)***!LG!,!×AE!! !! \! \! \11.5139!!!!!!!!!!!!!!!!!!!!(\4.27)***!AC!,!×AE!! !! \! \! \0.5461!!!!!!!!!!!!!!!!!!!!!(\0.62)!GT!,!×AE!! !! \! \! \2.2282!!!!!!!!!!!!!!!!!!!!(\1.75)*!n!(obs)! !! 69! 41! 69!n!(groups)! !! 55! 31! 55!R!!within! !! 0.9316! 0.9846! 0.9910!R!!between! !! 0.3877! 0.0572! 0.0242!R!!overall! !! 0.4069! 0.0651! 0.0146!Test!Statistic! !! F!,!"=140.01! F!,!"=37659.47! F!",!"=2887.51!Prob>Statistic! !! 0.0000! 0.0000! 0.0000!AIC! !! \79.76056! \103.9157! \213.9839!Table!7.20!presents!three!fixed!effects!models!testing!whether!informal!institutions!have!different!effects!on!economic!growth! across! development! groups.! The! dependent! variable! in! each! model! is!GROWTH!,!,! which! is! the! compounded!annual!growth!in!real!GDP!per!capita!for!each!nation!from!time!t+1!to!t+10,!calculated!using!data!from!the!Penn!World!Tables! version!7.1.! The! table!presents! the! coefficient! for! each! variable,! along!with! the! t\ratio,! calculated!using! robust!standard!errors!to!account!for!clustering!in!the!sample.!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!one!tailed!test.!The!independent!variables!are!defined!as!follows:!GROWTH!,!! The!growth! in! real!GDP!per! capita! for!nation! i! from! time! t+1! to! t+10.!Obtained! from! the!Penn!World!Tables!version!7.1.!LG!,!! The!Limited!Good!Index,!developed!in!Subsection!7.3.4.1.!AC!,!! The!Achievement!Index,!developed!in!Subsection!7.3.4.2.!GT!,!! The!Generalized!Trust!Index,!developed!in!Subsection!7.3.4.3.!GOV!,!! The!Governance!Index.!Developed!in!Subsection!7.3.4.4.!LNGDP!,!! The!natural! logarithm!of! the!real!GDP!per!capita! for!nation! i! in! time!t.!Obtained! from!the!Penn!World!Tables!version!7.1.!
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CAP!,!! Capital!Formation!as!a!percentage!of!GDP.!Obtained!from!the!World!Bank.!EDU!,!! Percentage!of!Tertiary!Enrolments.!Obtained!from!the!World!Bank.!LAB!,!! Employment!to!population!ratio.!Obtained!from!the!World!Bank.!TEC!,!! High!Technology!Exports!as!a!percentage!of!Manufactured!Exports.!Obtained!from!the!World!Bank.!AE!! Indicator! variable! equal! to! 1! if! nation! i! is! an! Advanced! Economy.! Obtained! from! the! International!Monetary!Fund.!!The! results! of! Model! 7.1! were! discussed! in! Subsection! 7.4.3.! Model! 7.1E! re\estimates! Model! 7.1! using! only! observations! from! Emerging! Markets! and!Developing!Economies.!Removing!Advanced!Economies!from!the!sample!has!no!effect! on! the! findings! for! H7.1,! as! the! coefficient! of!LG!,!!remains! positive! and!significant!at!the!less!than!1%!level.!Fresh!evidence!is!found!to!support!H7.2,!as!the!coefficient!of!AC!,!!is!positive!and!significant!at! the! less! than!1%! level.!This!suggests! that! higher! Achievement! Index! Scores! lead! to! higher! levels! of! future!economic!growth! in!Emerging!Markets!and!Developing!Economies.!Evidence! is!found! against! H7.3,! as! the! coefficient! of!GT!,!!is! negative! and! significant! at! the!less!than!1%!level.!This!suggests!that!higher!levels!of!Generalizable!Trust!within!EMDEs! lead! to! lower! levels! of! economic! growth.!The!model! fit! statistics! show!that!the!model!explains!a!very!small!proportion!of!the!variation!across!nations.!This! is!a!direct!consequence!of!using! the!Fixed!Effects!Estimator.!The!Random!Effects!Estimator!was!regressed,!but!found!to!fail!the!xtoverid!test,!so!the!results!are!not!reported.!!Model!7.1F!re\estimates!Model!7.1!with!three!interaction!terms!to!test!whether!the!slopes!of!the!cultural!indices!are!different!across!development!groups.!Each!of!the!cultural!indices!is!interacted!with!AE!,!an!indicator!variable!that!equals!1!if!an!observation!is!taken!from!an!Advanced!Economy,!and!0!otherwise.!!
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Model!7.1F! finds!evidence!that! the!relationship!between!LG!,!!and!GROWTH!,!!is!different!across!development!groups,!as!LG!,!×AE!!is!significant!at! the! less! than!1%! level.! The!model! estimates! that! the! coefficient! of!LG!,!!is! positive!while! the!coefficient!of!LG!,!×AE!!is!negative.!Since!|LG!,!×AE!|>|LG!,!|,!this!finding!suggests!that! higher! levels! of! the! Limited!Good! Index! boost! future! economic! growth! in!EMDEs,!but!impede!future!economic!growth!in!AEs.!The!model!finds!no!evidence!that! the! relationship! between! AC!,! !and! GROWTH!,! !is! different! across!development! groups,! as! while! the! coefficient!AC!,!×AE! !is! negative,! it! is! not!statistically! significant! at! any! of! the! standard! testing! levels.! Model! 7.1F! finds!weak! evidence! that! the! relationship! between!GT!,!!and!GROWTH!,!!is! different!across!development!groups,!as!GT!,!×AE!!is!significant,!but!only!at!the!10%!level.!Since! the! coefficients! of! both!GT!,! !and!GT!,!×AE! !are! negative! this! finding!suggests!that!higher!levels!of!Generalized!Trust!impede!future!economic!growth!for!all!nations,!and!the!magnitude!of!this!effect!is!larger!in!Advanced!Economies.!The!usefulness! of! these! results,! however,! is! questionable,! as!while!Model! 7.1F!has!a!lower!Akaike!Criterion!score!than!Model!7.1!(and!both!7.1S!and!7.1L),!the!R!!statistic!shows!that!Model!7.1F!explains!less!than!1.5%!of!the!total!variation!in!GROWTH!,!.!!
7.5.4$CONCLUSION$!Section!7.5!tested!the!robustness!of!two!assumptions!made!by!this!chapter.!The!first,! tested! in! Subsection! 7.5.2,! is! that! the! relationship! between! the! cultural!indices!and!economic!growth! is! linear.!This!was! tested!by!adding! squares!and!
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logarithms! for!each!of! the! three! cultural! indices! into! the!multivariate!analysis.!Both!the!Limited!Good!Index!and!Generalized!Trust!Index!were!found!to!have!a!non\linear! relationship!with! future! economic! growth.! Specifically,! the! Limited!Good! Index! appears! to! have! an! ‘inverted! u\shape’! relationship! with! future!economic! growth,! while! the! Generalized! Trust! Index! has! a! ‘u\shaped’!relationship.!!!The! second! assumption,! tested! in! Subsection! 7.5.3,! was! that! the! relationship!between! the! cultural! indices! and! economic! growth! is! the! same! across! all!development!groups.!This!was!tested!using!the!classifications!developed!by!the!International! Monetary! Fund,! which! divided! the! world’s! economies! into!‘Advanced! Economies’! and! ‘Emerging! Markets! and! Developing! Economies.’!Restricting!the!sample!to!only!Emerging!Markets!and!Developing!Economies!led!to!findings!of!significant!linear!relationships!between!each!of!the!three!cultural!syndromes!and!economic!outcomes.!Higher!levels!of!the!Limited!Good!Index!and!Achievement!Index!are!associated!with!higher!levels!of!future!economic!growth!in! developing! economies,!while! higher! levels! of! the! Generalizable! Trust! Index!are! associated! with! lower! levels! of! economic! growth.! Including! indicator!variables! for! Advanced! Economies! in! a! full! sample! model! confirmed! that! the!effect! of! the! Limited! Good! Index! and! Generalizable! Trust! Index! in! Advanced!Economies! is! different! to! their! effect! in! Emerging! Markets! and! Developing!Economies.! Unfortunately,! the! sample! was! not! large! enough! to! include! non\linearities! in! this!analysis.!Such!an!analysis!will!need!to!wait!until! further!data!becomes!available.!!
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7.6$CONCLUSION$!
7.6.1$OVERVIEW$AND$DISCUSSION$!The!research!question!that!this!chapter!answered!is!‘to!what!extent!do!Marini’s!(2004)! cultural! concepts! explain! differences! in! economic! growth! rates! within!nations?’!This!chapter!was!motivated!by!the!opportunity!to!use!data!collected!by!the! World! Values! Survey! to! examine! the! relationship! between! informal!institutions!and!economic!growth.!The!chapter!was!also!motivated!by!a!desire!to!improve!on!Marini’s!(2004)!analysis!of!this!relationship.!!Section!7.2!introduced!the!World!Values!Survey!to!this!thesis,!and!identified!the!question! focusing! on! childhood! values! as! the! best! for! measuring! values! that!persist! in! each! nation.! A! number! of! studies! that! examined! the! relationship!between! these!values!and!economic!outcomes!were! reviewed.!Marini’s! (2004)!analysis!was! identified! as! the!most! robust,! hence! this! chapter! builds! upon!his!analysis.!!Section! 7.3! developed! three! hypotheses! based! on! Marini’s! (2004)! conceptual!model.!These!hypotheses!predicted!that!economic!growth!is!driven!by!low!levels!of! the! Limited! Good! Syndrome! and! high! levels! of! both! the! Achievement!Syndrome! and! the! Generalized! Trust! Syndrome.! Section! 7.3! improved! upon!Marini’s! (2004)! measurement! of! these! cultural! syndromes! by! using! principal!component!factor!analysis!to!develop!a!set!of!cultural!indices.!!
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Section! 7.4! presented! the! results! of! both! the! univariate! and! multivariate!analysis.! The! univariate! analysis! found! evidence! of! a! positive! relationship!between!the!Generalized!Trust!Index!and!economic!development.!This!was!the!only! evidence! found! to! support! any! of! the! hypotheses.! Section! 7.4! found!evidence! against! both! H7.1! and! H7.2,! as! the! multivariate! analysis! found! a!positive!relationship!between!the!Limited!Good!Index!within!a!nation!and!that!nation’s! economic! growth,! while! the! univariate! analysis! found! that! the!Achievement! Index! is! significantly! lower! in! Advanced! Economies! than! it! is! in!Emerging!Markets!and!Developing!Economies.!!Section! 7.5! tested! the! robustness! of! the!multivariate! analysis! by! relaxing! two!assumptions.!The!first!assumption!was!that!the!relationship!between!each!of!the!cultural! indices!and!economic!growth! is! linear.!Evidence!was! found! to! suggest!that! the! Limited! Good! Index! has! an! ‘inverted! u\shape’! relationship! with!economic!growth,!where!more!extreme!values!lead!to!lower!levels!of!economic!growth!within!nations.!The!optimal!level!of!this!index!is!around!the!midpoint!of!the!scale.!The!Generalized!Trust!Index!was!found!to!have!a!‘u\shape’!relationship!with! economic! growth.! The!minimum! turning! point,! however,! is! amongst! the!lowest! measures,! suggesting! that! with! a! few! exceptions,! higher! levels! of!Generalized!Trust!within!a!nation!will!lead!to!higher!levels!of!economic!growth.!!The!second!assumption!was!that!the!effect!of!informal!institutions!on!economic!growth!is!the!same!across!nations,!regardless!of!each!nation’s!level!of!economic!development.! The! results! of! the! robustness! test! suggest! that! in! Emerging!Markets!and!Developing!Economies,!higher!levels!of!the!Limited!Good!Index!and!
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Achievement!Index!are!associated!with!higher!levels!of!economic!growth,!while!higher!levels!of!the!Generalizable!Trust!Index!are!associated!with!lower!levels!of!economic!growth.!Furthermore,!higher!levels!of!the!Limited!Good!Syndrome!and!Generalizable! Trust! Syndrome! lead! to! significantly! lower! levels! of! economic!growth! in! Advanced! Economies! than! in! Emerging! Markets! and! Developing!Economies.! The! usefulness! of! these! findings,! however,! is! questionable,! as! the!models! only! explain! a! small! proportion! of! the! variation! in! future! economic!growth,!and!may!suffer!from!insufficient!observations.!!
7.6.2$LIMITATIONS$AND$FUTURE$RESEARCH$!The!major! limitation! of! this! chapter! is! a! lack! of! data.!While! the!World! Values!Survey! contains!data! collected!over! six!waves,!observations! from! the! first! two!waves!were! excluded,! as! the!World!Governance! Indices! only! go!back! to! 1996.!Waves! 5! and! 6! were! also! removed,! as! they! are! too! close! to! the! present! to!calculate! future! economic! growth.! This! limitation! can! only! be! solved! by!more!data! becoming! available! over! time28.! Expanding! the! dataset!will! allow! for! the!testing!of!the!non\linear!relationships!in!each!development!group,!and!therefore!a! better! analysis! of! how! changes! in! informal! institutions! within! each! nation!affect!economic!growth.!! !
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!28!The!construction!of!LG!will!need!to!exclude!‘Good!Manners’!if!additional!data!is!used!to!extend!the!sample!size!in!the!future.!
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CHAPTER$8:$GRAND$TRANSITION$THEORY$
!
8.1$INTRODUCTION,$MOTIVATION$AND$STRUCTURE$!This! chapter! continues! the! empirical! analysis! of! the! World! Values! Survey!(2014a)! by! testing! whether! individual’s! values,! attitudes,! and! beliefs! are!influenced!by!economic!factors.!This!chapter!is!motivated!by!a!desire!to!use!the!World!Values!Survey! (2014a)! to! test! the! claims!of!Grand!Transition!Theorists.!The! research! question! this! chapter! seeks! to! answer! is! ‘to! what! extent! does!economic!development!shape!individual’s!values,!attitudes,!and!beliefs?’!!This! chapter! proceeds! as! follows:! Section! 8.2! identifies! three! informal!institutions!that!the!literature!proposes!are!determined!by!economic!outcomes.!Section! 8.3! develops! the! research! methodology! used! by! this! chapter! to! test!Grand! Transition! Theory! using! these! three! informal! institutions.! Section! 8.4!presents!the!empirical!results!of!the!analysis.!Section!8.5!outlines!the!robustness!testing! of! the! results.! Section! 8.6! concludes! this! chapter,! highlights! the!limitations!of!the!analysis,!and!suggests!ideas!for!future!research.!!!!!!!
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8.2$LITERATURE$REVIEW$!
8.2.1$INTRODUCTION$!This! section! has! one! objective,!which! is! to! identify! three! informal! institutions!that!Grand!Transition!Theorists!claim!are!driven!by!economic!factors.!The!three!informal! institutions! identified! are:! (i)! post\materialist! values! (Subsection!8.2.2);! (ii)!religiosity!(Subsection!8.2.3);!and!(iii)!attitudes!towards!the!nuclear!family!(Subsection!8.2.4).!Subsection!8.2.5!concludes!this!section.!!!This! chapter! builds! on! Subsection! 2.4.3,! which! outlined! the! intuition! behind!Grand!Transition!theory,!Subsection!2.4.4,!which!presented!some!empirical!tests!of! Grand!Transition! theory,! and! Subsection! 7.2.2,!which! introduced! the!World!Values!Survey!to!this!thesis.!!
8.2.2$POST$MATERIALIST$VALUES$!Subsection! 2.4.4! introduced! Inglehart’s! (1971)! findings! that! societal! values! in!Europe!are!changing!due! to! the!unprecedented!economic!security!experienced!by! Europeans.! Inglehart! (1977)! calls! the! new! set! of! values! ‘post\materialist!values,’!and!finds!support!in!various!studies!(e.g.!Abramson!and!Inglehart!1986;!Abramson! and! Inglehart! 1987;! Inglehart! and! Abramson! 1994).!Marini! (2004)!agrees,!and!uses!Inglehart’s!post\materialist!values!as!the!foundation!of!his!Post\Materialist!Syndrome.!!!
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Inglehart! proposes! that! post\materialist! values! develop! during! the! formative!years!of!an! individual.! In!advanced!economies,! the!younger!generations!do!not!face!the!material!struggle!for!survival,!and!in!a!similar!vein!to!Maslow’s!(1943)!hierarchy! of! needs,! begin! to! desire! higher! order! or! non\material! needs.!Following!in!the!footsteps!of!Maslow!(1943),!this!chapter!proposes!that!the!shift!towards! post\materialist! values! also! occurs! in! adults.! The! logic! is! that! as! the!lower!order!physiological!and!safety!needs!of! food,!water,! and!shelter!become!satisfied!by!economic!development,!members!of!a!society!will!seek!to!satisfy!the!higher!level!needs!of!esteem!and,!ultimately,!self\actualisation.!!
8.2.3$RELIGIOSITY$!Subsection!2.4.4!reviewed!McCleary!and!Barro’s!(2006b)!identification!of!a!two\way!relationship!between!religion!and!economic!outcomes.!While! their!earlier!study! (Barro! and!McCleary! 2003)! found! evidence! in! favour! of! the! Primacy! of!Institutions!perspective,! this! chapter!builds!on! the! conclusions!of! their! second!study!(McCleary!and!Barro!2006a),!in!which!they!used!instrumental!variables!to!find! that! higher! levels! of! economic! development! lead! to! lower! levels! of!‘religiosity,’! which! is! a! combination! of! religious! beliefs! and! practices.! This!finding! is! supported!by!Norris!and! Inglehart! (2004),!using!data!collected! from!the!World!Values!Survey.!!Norris!and! Inglehart!argue! that!higher! levels!of!economic!development! lead!to!lower!levels!of!religious!beliefs!due!to!the!impact!economic!development!has!on!human!security.!Higher! levels!of!economic!development!create!a!safety\net! for!
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people,!which!in!turn!reduces!their!dependence!on!religious!figures!and!beliefs!for!survival.!Norris!and!Inglehart!(2004,!p24\25)!thus!observe!that!“due!to!rising!levels!of!human!security,!the!publics!of!virtually!all!advanced!industrial!societies!have! been! moving! towards! more! secular! orientations”! (Norris! and! Inglehart!2004,! p24\25).! Despite! this! movement! away! from! religion! in! industrialised!societies,!Norris!and!Inglehart! (2004,!p25)! find!that! “the!world!as!a!whole!has!more! people! with! traditional! religious! views! than! ever! before”! as! a! result! of!demographic!trends!in!poorer!nations.!!!
8.2.4$ATTITUDES$TOWARDS$THE$FAMILY$!As!part!of!his!analysis!of!Marx!and!Engel’s!(2002)!Communist!Manifesto,!Tilley!(2012)!claims!that!higher!levels!of!economic!development!will!lead!to!a!decline!in! societal! attitudes! towards! the! Judeo\Christian! concept! of! the! family.! Tilley!cites!Marx!and!Engel’s!arguments!that!economic!development!within!a!capitalist!system! throws! the! family! into! the! labour! market,! thereby! tearing! away! any!sentimental!veil!attached!to! the! family!unit.!Stern!(1948)!agrees,!citing!Engel’s!(1958! [1844])! observations!on! the!English!working! class! in!his! time,! to! argue!that,!as!parents!become!more!involved!in!the!labour!market,!they!place!a!lower!importance! on! the! Judeo\Christian! (or! nuclear)! family.! Stern! (1948)! stresses,!however,!that!Engel!saw!this!as!a!good!thing,!as!it!will!ultimately!lead!to!a!higher!form!of!the!family.!!!While!these!arguments!were!set!out!within!the!context!of!a!Marxist!analysis!of!Capitalist!society,!they!may!also!be!applicable!to!a!much!broader!understanding!
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of! economic! growth! and! development.! This! application! of! Marxist! theory! is!consistent!with!the!perspective!of!Inglehart!and!Welzel!(2005,!p1),!who!identify!Marx!as!a!key!figure!in!arguing!that!“socioeconomic!development!brings!major!social,! cultural! and! political! changes.”! Inglehart! and! Appel! (1989)! indirectly!examined! the! relationship! between! economic! outcomes! and! the! family,! and!found! that! post\materialist! societies! have! a! much! higher! tolerance! towards!divorce!than!materialist!societies.!Their!findings!suggest!that!personal!freedoms!are!more!important!than!family!life!in!economically!developed!societies.!!
8.2.5$CONCLUSION$!This!section!achieved!its!objective!by!identifying!three!informal!institutions!that!the!literature!claims!will!change!as!a!result!of!increasing!economic!development,!namely:!(i)!post\materialist!values;!(ii)!religiosity;!and!(iii)!attitudes!towards!the!Judo\Christian!family.!The!remainder!of!this!chapter!tests!these!claims.!!
8.3$RESEARCH$METHODOLOGY$!
8.3.1$INTRODUCTION$!This! research!methodology! section! has! three! objectives.! The! first,! achieved! in!Subsection!8.3.2,!is!to!develop!the!hypotheses!that!this!chapter!tests.!The!second!is! to! outline! how! this! chapter! will! test! these! hypotheses.! This! includes! the!creation! of! the! variables! tested! by! this! chapter! (Subsection! 8.3.3),! the! model!development! (Subsection! 8.3.4)! and! the! sample! selection! process! (Subsection!
! ! Page!258!
!
8.3.5).! Subsection! 8.3.6! achieves! the! third! objective! by! presenting! the!descriptive!statistics!of!the!data!used!by!this!chapter.!!
8.3.2$HYPOTHESIS$DEVELOPMENT$!Section!8.2! identified! three! informal! institutions!hypothesised! to!be! influenced!by!economic!factors.!The!theoretical!relationship!between!each!of!these!informal!institutions!and!economic!development,!as!discussed!in!Section!8.2,!leads!to!the!following!hypotheses:!! H8.1! –! Higher! levels! of! economic! development! in! a! nation! lead! to!citizens! having! higher! levels! of! post! materialist! values,! ceteris!paribus.!!H8.2! –!Higher! levels! of! economic! development! in! a! nation! leads! to!citizens!having!a!lower!level!of!religiosity,!ceteris!paribus.!!H8.3! –!Higher! levels! of! economic! development! in! a! nation! leads! to!citizens!having! a! lower! attitude! towards! the!nuclear! family,! ceteris!paribus.!!!!!!
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8.3.3$CREATION$OF$VARIABLES$!The! World! Values! Survey! (2014a)! contains! two! measures! of! post\materialist!values:! a! 4\item! index,! and! a! 12\item! index.! Tranter! and! Western! (2010)!observe!that!the!4\item!index!has!been!used!extensively!by!researchers,!and!has!endured! several! criticisms! and! defences.! This! chapter! uses! the! 12\item! index,!which!includes!the!entire!4\item!index.!!The! World! Values! Survey! does! not! directly! measure! religiosity! or! attitudes!towards!the!nuclear!family.!It!does,!however,!ask!numerous!questions!which!are!related!to!these!factors.!The!answers!to!these!questions!are!observed!variables!in!the!dataset,!and!are!used!in!a!principal!component!factor!analysis!to!deduce!the!unobserved!factors!that!this!chapter!is!examining29.!!!This!subsection!develops!two!measures!of!each!factor:!IRELIGION!and!IFAMILY,!which! measure! individual! religiosity! and! attitudes! towards! the! family;! and!CRELIGION!and!CFAMILY,!which!measure!these!variables!at!a!national!level.!!The! four! variables! are! developed! using! questionnaire! items! from! the! World!Values! Survey.! Every! question! asked! in! each! wave! was! analysed,! and! any!questions! that! gave! an! indication! on! attitudes! towards! religion! or! the! family!were!highlighted.! If!one!of! these!questions!appeared! in!more!than!three!of! the!six! waves,! it! was! included! on! a! short! list.! From! this! short! list,! a! series! of!questions! was! chosen! for! each! variable,! so! that! the! underlying! questions!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!29!Principal!component!factor!analysis!was!introduced!in!Subsection!7.3.3!
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captured!multiple!facets!of!the!values,!attitudes!and!beliefs!this!chapter!seeks!to!measure.!!Survey! responses! for! each! of! the! chosen! questions! are! included! in! a! factor!analysis.! The! factor! analysis! is! undertaken! on! the! full! sample! of! the! World!Values! Survey! to! ensure! that! the! factors! are! comparable30.! IRELIGION! and!IFAMILY! are! calculated! using! individual! survey! responses.! The! national!measures!(CRELIGION!and!CFAMILY)!are!calculated!using!national!averages!for!each! of! the! survey! answers,! thereby! adopting! the! procedure! followed! by!Hofstede!(1980,!2001)!and!House!et!al.!(2004).!The!national!averages!take!into!account! the!weightings! attributed! to! individual! observations!within! the!World!Values!Survey.!These!weightings!are!not!used!to!calculate!the!individual!factors,!as!they!are!conditional!on!national!selection31.!!
8.3.3.1$CREATION$OF$RELIGION$!H8.2! predicts! that! economic! development! will! lead! to! a! decline! in! religiosity!within!nations.!The!variables!IRELIGION!and!CRELIGION!are!created!to!measure!individual!and!national!religiosity!within!each!country.!The!items!used!from!the!World!Values!Survey!to!construct!IRELIGION!and!CRELIGION!are!listed!below32:!
• A040!–!“Here!is!a!list!of!qualities!that!children!can!be!encouraged!to!learn!at!home.!Which,!if!any,!do!you!consider!to!be!especially!important?!Please!Choose!up!to!five.”!–!Respondents!who!answered!“Religious!Faith.”!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!30!See!Subsection!7.3.4!31!Subsection!8.5.2!includes!these!weights!as!a!robustness!test!32!All!questions!taken!from!the!European!Values!Study!Group!and!World!Values!Survey!Association!(2006).!
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• E069! –! “I! am! going! to! name! a! number! of! organisations.! For! each! one,!could! you! tell!me!how!much! confidence! you!have! in! them:! Is! it! a! great!deal!of!confidence,!quite!a!lot!of!confidence,!not!very!much!confidence!or!none!at!all?!The!Churches”!–!Respondents!who!answered:!“A!great!deal,”!or!“Quite!a!lot.”!
• F028!–!“Apart!from!weddings,!funerals!and!christenings,!about!how!often!do! you! attend! religious! services! these! days?”! –! Respondents! who!answered:!“More!than!once!a!week,”!or!“Once!a!Week”!
• F034!–!“Independently!of!whether!you!go!to!church!or!not,!would!you!say!you!are”!–!Respondents!who!answered:!“A!religious!person”!!
• F050!–!“Which,!if!any,!of!the!following!do!you!believe!in?”!–!Respondents!who!answered:!“God.”!
• F051!–!“Which,!if!any,!of!the!following!do!you!believe!in?”!–!Respondents!who!answered:!“Life!after!death.”!
• F053!–!“Which,!if!any,!of!the!following!do!you!believe!in?”!–!Respondents!who!answered:!“Hell.”!
• F054!–!“Which,!if!any,!of!the!following!do!you!believe!in?”!–!Respondents!who!answered!“Heaven.”!!A040!captures!the!importance!of!religion!in!family!life,!by!measuring!the!extent!to! which! parents! want! to! pass! on! religious! beliefs! to! their! children.! E069!captures!social!attitudes! towards! the! institutionalised! form!of!each! individuals!religion.! Note! that! the! question! here! was! taken! from! the! English! language!version! of! the! World! Values! Survey,! and! hence,! has! a! Christian! bias.! F028!measures! each! respondent’s! devotion! by! determining! whether! they! put! their!
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faith! into! action,! and! F034! determines! how! respondents! identify! themselves.!Finally! F050,! F051! F053! and! F054! measure! beliefs! in! traditional! religious!teachings! across! each! nation.! These! questionnaire! items! are! similar! to! those!used! by! McCleary! and! Barro! (2006a,! 2006b)! to! construct! their! religiosity!measure.!!Tables!8.1!and!8.2!present!the!correlation!matrix!for!each!of!the!variables!used!to!construct!IRELIGION!and!CRELIGION!respectively.!!
Table$8.1:$IRELIGION$Correlation$Matrix$
!
Individual!(IRELIGION)!
!! A040! E069! F028! F034! F050! F051! F053! F054!
A040!
1! 0.308! 0.342! 0.3145! 0.2661! 0.3202! 0.338! 0.396!
@! 0.000! 0.000! 0.000! 0.000! 0.000! 0.000! 0.000!
E069!
0.308! 1! 0.2935! 0.3856! 0.3558! 0.2959! 0.3154! 0.4004!
0.000! @! 0.000! 0.000! 0.000! 0.000! 0.000! 0.000!
F028!
0.342! 0.2935! 1! 0.3217! 0.2419! 0.2771! 0.2929! 0.3499!
0.000! 0.000! @! 0.000! 0.000! 0.000! 0.000! 0.000!
F034!
0.3145! 0.3856! 0.3217! 1! 0.5275! 0.3635! 0.3451! 0.4411!
0.000! 0.000! 0.000! @! 0.000! 0.000! 0.000! 0.000!
F050!
0.2661! 0.3558! 0.2419! 0.5275! 1! 0.4312! 0.4283! 0.5396!
0.000! 0.000! 0.000! 0.000! @! 0.000! 0.000! 0.000!
F051!
0.3202! 0.2959! 0.2771! 0.3635! 0.4312! 1! 0.5758! 0.6251!
0.000! 0.000! 0.000! 0.000! 0.000! @! 0.000! 0.000!
F053!
0.338! 0.3154! 0.2929! 0.3451! 0.4283! 0.5758! 1! 0.746!
0.000! 0.000! 0.000! 0.000! 0.000! 0.000! @! 0.000!
F054!
0.396! 0.4004! 0.3499! 0.4411! 0.5396! 0.6251! 0.7460! 1!
0.000! 0.000! 0.000! 0.000! 0.000! 0.000! 0.000! @!Table! 8.1! presents! the! Spearman’s! (top! right)! and! Pearson’s! (bottom! left)! correlation! coefficients! and! p\values! for!individual!responses!for!the!questions!used!to!generate!IRELIGION.!!!!!
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Table$8.2:$CRELIGION$Correlation$Matrix$
!
National!(CRELIGION)!
!! A040! E069! F028! F034! F050! F051! F053! F054!
A040!
1! 0.7154! 0.8478! 0.7247! 0.6536! 0.7189! 0.8095! 0.8415!
@! 0.000! 0.000! 0.000! 0.000! 0.000! 0.000! 0.000!
E069!
0.7599! 1! 0.5823! 0.7875! 0.7872! 0.7763! 0.7845! 0.8193!
0.000! @! 0.000! 0.000! 0.000! 0.000! 0.000! 0.000!
F028!
0.8195! 0.6504! 1! 0.6213! 0.5435! 0.6612! 0.7203! 0.7853!
0.000! 0.000! @! 0.000! 0.000! 0.000! 0.000! 0.000!
F034!
0.7071! 0.8631! 0.6145! 1! 0.8714! 0.7838! 0.6943! 0.8245!
0.000! 0.000! 0.000! @! 0.000! 0.000! 0.000! 0.000!
F050!
0.6615! 0.8631! 0.5354! 0.9243! 1! 0.8456! 0.7292! 0.8383!
0.000! 0.000! 0.000! 0.000! @! 0.000! 0.000! 0.000!
F051!
0.8447! 0.8511! 0.7387! 0.8225! 0.8346! 1! 0.8383! 0.9391!
0.000! 0.000! 0.000! 0.000! 0.000! @! 0.000! 0.000!
F053!
0.8483! 0.8037! 0.7394! 0.7060! 0.7168! 0.9123! 1! 0.9241!
0.000! 0.000! 0.000! 0.000! 0.000! 0.000! @! 0.000!
F054!
0.9001! 0.8631! 0.8222! 0.8176! 0.8075! 0.9666! 0.9460! 1!
0.000! 0.000! 0.000! 0.000! 0.000! 0.000! 0.000! @!Table! 8.2! presents! the! Spearman’s! (top! right)! and! Pearson’s! (bottom! left)! correlation! coefficients! and! p\values! for!aggregate!national!responses!for!the!questions!used!to!generate!CRELIGION.!!Tables! 8.1! and! 8.2! find! that! the! responses! to! each! of! the! survey! items! are!positively!correlated!at!both!the!individual!and!national!level!at!the!less!than!1%!significance!level.!The!individual!correlations!are!much!lower!than!the!national!correlations,! as! the! individual! variables! are! binary,! and! thus! have! a! greater!variability!than!the!national!level!responses.!!The! factor! analysis! identifies! one! factor! underlying! each! of! these! variables! at!both! the! individual!and!national! level.! IRELIGION!has!an!Eigenvalue!of!3.7840,!and!explains!47.3%!of!the!total!variance!of!the!variables!at!the!individual!level,!while!CRELIGION!has!an!Eigenvalue!of!6.6797,!and!explains!83.5%!of! the! total!variance!of!the!three!variables!at!the!national!level.!Table!8.3!presents!the!factor!
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coefficients! and! uniqueness! of! each! of! these! eight! variables! used! to! construct!IRELIGION!and!CRELIGION.!!
Table$8.3:$Development$of$IRELIGION$and$CRELIGION$
!
Individual! National!
!! IRELIGION! Uniqueness! CRELIGION! Uniqueness!
A040! 0.5806! 0.6629! 0.9107! 0.1706!
E069! 0.6074! 0.6311! 0.9321! 0.1311!
F028! 0.5386! 0.7099! 0.8317! 0.3083!
F034! 0.6673! 0.5546! 0.8955! 0.1980!
F050! 0.7191! 0.4829! 0.8767! 0.2314!
F051! 0.7229! 0.4775! 0.9476! 0.1021!
F053! 0.7717! 0.4045! 0.9375! 0.1211!
F054! 0.8411! 0.2925! 0.9707! 0.0577!Table!8.3!presents!the!factor!loadings!and!uniqueness!of!each!of!the!variables!used!in!the!development!of!IRELIGION!and!CRELIGION.!!Table!8.3!shows!that!all!of!the!factor!loadings!a!positive!for!both!IRELIGION!and!CRELIGION.!The! factor! loadings!are!much!higher! for!CRELIGION! than! they!are!for! IRELIGION! due! to! the! greater! variability! in! the! individual! level! data.! This!variability! also! explains!why! the!variables!used! to! calculate! IRELIGION!have! a!much!higher!uniqueness!than!those!used!to!calculate!CRELIGION.!!
8.3.3.2$CREATION$OF$FAMILY$!H8.3! predicts! that! economic! development! will! lead! to! a! decline! in! attitudes!towards!the!Judeo\Christian!concept!of!the!family!in!each!nation.!The!variables!IFAMILY! and! CFAMILY! are! developed! to! measure! individual! and! national!
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attitudes! towards! this!understanding!of! the! family.!The! three! items!used! from!the!World!Values!Survey!to!construct!IFAMILY!and!CFAMILY!are!listed!below33:!
• A025! –! “With!which! of! these! two! statements! do! you! tend! to! agree?”! –!Respondents!who!answered:!“Regardless!of!what!the!qualities!and!faults!of!one’s!parents!are,!one!must!always!love!and!respect!them.”!
• A026! –! “Which! of! the! following! statements! best! describes! your! views!about! parents’! responsibilities! to! their! children?”! –! Respondents! who!answered:!“Parent’s!duty!is!to!do!their!best!for!their!children!even!at!the!expense!of!their!own!well\being.”!
• D018!–!“If!someone!says!a!child!needs!a!home!with!both!a! father!and!a!mother! to! grow! up! happily,! would! you! tend! to! agree! or! disagree?”! –!Respondents!who!answered:!“Tend!to!agree.”!!A025! and!A026!measure! attitudes! towards! the! relationships! between! parents!and! children,!while!D018! captures! the! belief! in! the! importance! of! the! nuclear!family.! Higher! values! of! IFAMILY! and! CFAMILY! are! expected! to! be! associated!with!a!high!commitment!to!one’s!parents!and!children,!and!a!strong!belief!in!the!nuclear!family.!!Table! 8.4! presents! the! correlation! matrix! for! each! of! the! variables! used! to!construct!IFAMILY!and!CFAMILY.!!!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!33 !All! questions! taken! from! the! European! Values! Study! Group! and! World! Values! Survey!Association!(2006).!
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Table$8.4:$FAMILY$Correlation$Matrix$
!
Individual!(IFAMILY)! National!(CFAMILY)!
! A025! A026! D018! A025! A026! D018!
A025!
1! 0.1820! 0.1369! 1! 0.8307! 0.9234!
@! 0.000! 0.000! @! 0.000! 0.000!
A026!
0.1820! 1! 0.0677! 0.9518! 1! 0.7821!
0.000! @! 0.000! 0.000! @! 0.000!
D018!
0.1369! 0.0677! 1! 0.9719! 0.9224! 1!
0.000! 0.000! @! 0.000! 0.000! @!Table! 8.4! presents! the! correlation!matrices! for! individual! responses! (left! hand! side)! and! national! average! responses!(right! hand! side)! for! the! questions! used! to! generate! IFAMILY! and! CFAMILY.! ! Each! correlation! matrix! presents! the!Spearman’s!(top!right)!and!Pearson’s!(bottom!left)!correlation!coefficients!and!p\values.!!Table!8.4!finds!that!the!responses!to!each!of!the!survey!items!are!all!positively!correlated! at! both! the! individual! and! national! level! at! the! less! than! 1%!significance! level.! As! was! the! case! in! Subsection! 8.3.3.1,! the! individual!correlations!are!much!lower!than!the!national!correlations.!!The! factor! analysis! identifies! one! factor! underlying! A025,! A026! and! D018! at!both!the!individual!and!national!level.!IFAMILY!has!an!Eigenvalue!of!1.2616,!and!explains!42.1%!of!the!total!variance!of!the!three!variables!at!the!individual!level,!while! CFAMILY! has! an! Eigenvalue! of! 2.8995,! and! explains! 96.7%! of! the! total!variance!of!the!three!variables!at!the!national!level.!Table!8.5!presents!the!factor!coefficients! and! uniqueness! of! each! of! the! three! variables! used! to! construct!IFAMILY!and!CFAMILY.!!Table!8.5!shows!that!all!of!the!factor!loadings!are!positive!for!both!IFAMILY!and!CFAMILY.!As!was!the!case!in!Table!8.3,!the!factor!loadings!for!IFAMILY!are!lower!than!for!CFAMILY!due!to!the!greater!variability!in!the!individual!level!data.!!
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Table$8.5:$Development$of$IFAMILY$and$CFAMILY$
!
Individual! National!
!! IFAMILY! Uniqueness! CFAMILY! Uniqueness!
A025! 0.7351! 0.4596! 0.9924! 0.0151!
A026! 0.6529! 0.5738! 0.9754! 0.0486!
D018! 0.5431! 0.7050! 0.9814! 0.0368!Table! 8.5! presents! the! factor! loadings! and! uniqueness! of! A025,! A026! and! D018! in! developing! both! IFAMILY! and!CFAMILY.!!
8.3.4$MODEL$DEVELOPMENT$!This! chapter! tests! the! hypotheses! developed! in! Subsection! 8.3.2! with! mixed!linear! models.! Mixed! linear! models,! also! known! as! hierarchical! regression!models,!allow!researchers!to!test!observations!nested!in!groups,!or!hierarchies.!Following!the!testing!procedure!outlined!by!Fielding!(2010)!and!Leckie!(2013),!this!chapter!first!identifies!the!nesting!structure!of!the!data,!before!adding!fixed!effects,!and!then!random!effects!to!the!model.!!The! model! development! procedure! (not! presented! here)! identified! that!individuals! are! nested! in! regions! (WVS! variable! X04834),! which! are,! in! turn!nested! in! nations! (WVS! variable! S003).! Time! (WVS! variable! S002)! enters! the!model!as!a!random!effect!at!both!the!regional!and!national!level,!indicating!that!time!has!a!different!effect!on!individual!values,!depending!upon!the!region!and!nation! in! which! someone! lives.! This! is! true! when! modelling! each! of!IPOSTMATERIAL,!IRELIGION,!and!IFAMILY.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!34!The!question!for!X048!in!the!World!Values!Survey!gives!the!“region!where!the!interview!was!conducted”! (European!Values! Study!Group!and!World!Values! Survey!Association!2006,! p795).!This!chapter!assumes!that!this!region!is!the!same!as!that!where!the!respondent!lives,!or!provides!a!reasonable!estimate!of!it.!
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The!full!model!is!presented!below.!Note!that!the!model!is!estimated!three!times,!with! INFINS! being! substituted! in! each! estimation! with! POSTMATERIAL,!RELIGION,!and!FAMILY.!! !!!"#!$!"#,! = !!! + !!!"#$"#%!,!!! + !!!"##$!,!!! + !!!"#$%"!"#,!+ !!!"#!"#,! + !!!"#!"#,!! + !!!"#$!"#,! + !!!"#$!"#,!!+ !!!"#$%&'(!"#,! + !!!"#$!"#,! + !!"!"#!"#,! + !!!!"!"!"#,!+ !!"!"#$%&!"#,! + !!"!"#$!",! + !!!" + !!!"!"#$!",! + !!!+ !!!!"#$!",! + !!"# !!IINFINS!"#,!!is! individual! i’s! score! for! the! informal! institution! being! tested.! For!H8.1! this! is! IPOSTMAT!"#,! !and! is! the! individual’s! post\materialist! value,!calculated!using!variable!Y001!from!the!World!Values!Survey.!H8.2!and!H8.3!test!individual!religiosity!(IRELIGION!"#,!)!and!attitudes!towards!the!Judeo\Christian!understanding! of! the! family! (IFAMILY!"#,!)! respectively.! These! two! variables!were!developed!in!Subsection!8.3.3.!!CINFINS!,!!!!is! country! c’s! score! of! the! informal! institution! being! tested.! For!H8.1! this! is!CPOSTMAT!,!!!,! and! is! the! average! score! of! the! individual’s! post!materialist!value!in!each!country!calculated!using!variable!Y001!from!the!World!Values! Survey.! When! testing! H8.2! and! H8.3,! this! is! the! national! religiosity!(CRELIGION!,!!!)! and! attitude! towards! Judeo\Christian! family! (CFAMILY!,!!!)!respectively.!These!two!variables!were!developed!in!Subsection!8.3.3.!The!model!
! ! Page!269!
!
uses! the! one! period! lag! of! these! variables,! thereby! avoiding! Manski’s! (2000)!reflection!problem.!!!GDPPC!,!!!!is!the!real!GDP!per!capita!in!nation!c!at!time!t\1!taken!from!the!Penn!World!Tables!version!7.1,!divided!by!10!000!so!that!the!variance!of!GDPPC!,!!!!is!equivalent!to!the!variance!of! the!other!variables!being!examined.!A!one\period!lag! is! used,! as! if! the! hypotheses! being! tested! is! true! then! current! individual!values,!attitudes!and!beliefs!will!be!driven!by!prior!levels!of!GDPPC.!!WAVE!",!!is!an!index!variable!to!control!for!the!passing!of!time!in!the!model,!and!is! equal! to! the! prevailing!wave! number! of! the!World! Values! Survey! at! time! t.!Note! that! WAVE! is! included! as! both! a! fixed! effect! and! random! effect! in! the!model.!!The! remaining! variables! in! the! model! are! individual! level! controls! that! may!influence!the!values,!attitudes!and!beliefs!of!individuals.!Each!of!these!was!taken!directly!from!the!World!Values!Survey.!!FEMALE!"#,!!is! an! indicator! variable,!which! equals! 1! if! the! individual! is! female,!and!0!if!male,!calculated!using!variable!X001!in!the!World!Values!Survey.!!AGE!"#,!!measures! the!age!of! the! respondent! in!years,! calculated!using!variable!X003.!!
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EDUC!"#,!!measures! the! age! at!which! the! individual! completed! their! education,!calculated! using! variable! X023.! Squared! terms! of! both! AGE!"#,! !and!EDUCATION!"#,!!are!included!to!account!for!the!extreme!values!of!both!variables,!as!will!be!observed!in!Subsection!8.3.6.!!CHILDREN!"#,! !is! an! indicator! variable! which! equals! 1! if! the! individual! has!children,!and!0!otherwise;!calculated!using!variable!X011.!!SEMP!"#,! !is! an! indicator! variable,! which! equals! 1! if! the! individual! is! self\employed,!calculated!using!variable!X028.!!!EMP!"#,!!is!an!indicator!variable,!which!equals!1!if!the!individual!is!employed!by!another!person,!either!full\time!or!part\time,!calculated!using!variable!X028.!!STUD!"#,!!is! an! indicator! variable,!which! equals! 1! if! the! individual! is! a! student,!calculated!using!variable!X028.!!INCOME!"#,!!is! an! index! variable,! where! the! individual! estimates! which! 10%!income!band!they!belong!to!within!their!country,!with!1!being!the!lowest!10%,!and!10!being!the!top!10%.!This!is!calculated!using!variable!X047.!!!!!!
! ! Page!271!
!
8.3.5$SAMPLE$SELECTION$$!The!sample!selection!process!is!summarised!in!Table!8.6!!
Table$8.6:$Sample$Selection$
Sample!Selection!Process! POSTMAT! RELIGION! FAMILY!
Total!Observations!in!the!World!
Values!Survey! 343,309! !! 343,309! !! 343,309! !!
Less!observations:! !! !! !! !! !! !!
from!waves!in!which!IINFINS!"#,!!
cannot!be!calculated! @13,586! 4%! @169,045! 49%! @169,045! 49%!
for!which!the!region!was!not!
provided! @32,086! 9%! @34,625! 10%! @34,625! 10%!
for!which!IINFINS!"#,!!can't!be!
calculated!
@14,574! 4%! @44,568! 13%! @15,716! 5%!
for!which!CINFINS!,!!!!can't!be!
calculated! @147,018! 43%! @64,480! 19%! @76,744! 22%!
for!which!GDPPC!,!!!!can't!be!
calculated! @2,092! 1%! @1,183! 0%! 0! 0%!
for!which!one!of!the!individual!
controls!can't!be!calculated! @42,040! 12%! @9,770! 3%! @17,552! 5%!
TOTAL! 91,913! 27%! 19,638! 6%! 29,621! 9%!Table!8.10!outlines!the!sample!selection!process.!The!percentage!shows!each!number!as!a!percentage!of!the!total!number!of!observations!in!the!World!Values!Survey.!!The!World! Values! Survey! is! a! strongly! unbalanced! dataset! (only! 10! countries!were!sampled!in!the!first!wave,!while!59!countries!were!sampled!in!the!sixth),!and! has! experienced! significant! changes! to! the! questions! asked! across!waves.!This! creates! two! major! challenges! for! this! chapter.! The! first! is! finding!questionnaire! items! that! are! consistent! across! each! of! the! six! waves.! This!challenge!is!increased!by!the!major!change!in!the!survey!between!the!fourth!and!fifth!waves.!The!second!is!finding!nations!that!were!surveyed!in!two!consecutive!waves! so! that!CINFINS!,!!!!can! be! calculated.! In! response! to! these! challenges,!this! chapter! estimates! each! model! using! a! different! sample! to! maximise! the!number!observations!used!to!test!each!hypothesis.!
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!The!sample!selection!process!begins!by!excluding!all!observations!from!waves!in!which!IINFINS!"#,!!cannot!be!measured.! For!IPOSTMAT!"#,!!only! the! first!wave! is!excluded,!while!for!IRELIGION!"#,!!and!INATION!"#,!!the!fifth!and!sixth!waves!are!removed.!The!sample! is! further! refined!by!excluding!all!observations! in!which!the! region! is! not! provided! (as! the! region! is! used! as! a! nesting! group),! and! for!which!IINFINS!"#,!!cannot!be!calculated!(as!all!of! the!questions!are!not!asked! in!every!survey).!All!observations! for!which!CINFINS!,!!!!cannot!be!calculated!are!also!removed.!At!this!point,!over!half!the!sample!has!been!removed!for!each!of!the!three!informal!institutions!tested.!!Observations!for!which!GDPPC!,!!!!cannot!be!calculated!are!also!removed.!All!of!these! observations! are! taken! from! Eastern! Europe! immediately! after! the!collapse!of!the!Soviet!Union.!Finally,!observations!for!which!one!or!more!of!the!individual!control!variables!cannot!be!calculated!are!excluded!from!the!sample.!This! leaves!27%!of! the! initial! sample! (91!913!observations)! remaining! to! test!IPOSTMAT!"#,!,! but! only! 6%!and!9%! (19!638! and!29!621!observations)! to! test!IRELIGION!"#,!!and!IFAMILY!"#,!!respectively.! Table! 8.7! breaks! down! the! sample!into!nation!and!year!groups.!!!
Table$8.7:$Final$Sample$
Country!
!!
19949
1998!
19999
2004!
20059
2009!
20109
2014! ! Country! !!
19949
1998!
19999
2004!
20059
2009!
20109
2014!
Albania!
P!
!
820!
! ! ! Bangladesh!
P!
!
1,139!
! !R!
!
553!
! ! !
R!
!
1,054!
! !F!
!
855!
! ! !
F!
!
1,175!
! !
Argentina!
P! 795!
! ! ! !
Brazil! P!
! ! !
1,289!
R! 701!
! ! ! !
Canada! P!
! !
1,726!
!F! 781!
! ! ! !
!
! ! ! ! !
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!
Country!
(cont.)( !!
19949
1998!
19999
2004!
20059
2009!
20109
2014! !
Country!
(cont.)( !!
19949
1998!
19999
2004!
20059
2009!
20109
2014!
Chile!
P! 895! 1,070! 877! 869!
! Philippines!
P! !! 1,164! !! !!!!!!!!!!!
R! 847! 950! !! !!
!
R! !! 1,057! !! !!
F! 887! 1,090! !! !!
!
F! !! 1,167! !! !!
China!
P! 1,210! 711! 911! 1,593!
!
Poland! P! !! !! !! 870!
F! 1,261! 731! !! !!
! Puerto!Rico!
P! !! 518! !! !!!!!!!!!!!
Cyprus! P! !! !! !! 968!
!
R! !! 464! !! !!
Egypt! P! !! !! 2,072! 991!
!
F! !! 515! !! !!
Germany! P! !! !! !! 1,877!
!
Romania! P! !! !! !! 1,281!
Ghana! P! !! !! !! 1,552!
!
Russia! P! !! !! !! 2,049!
India!
P! 1,000! 1,103! 832! 847!
!
Rwanda! P! !! !! !! 1,315!
R! 870! 1,081! !! !!
! Serbia!
P! !! 948! !! !!!!!!!!!!!
F! 1,063! 1,269! !! !!
!
R! !! 612! !! !!
Indonesia! P! !! !! 1,533! !!!!!!!!!!!
!
F! !! 956! !! !!
Iran! P! !! !! 2,123! !!!!!!!!!!!
!
Slovenia! P! !! !! !! 869!
Japan! P! !! !! 764! 1,432!
! South!Africa!
P! 2,026! 2,245! 2,453! 2,470!
Jordan! P! !! !! !! 1,118!
!
R! !! 1,982! !! !!
Macedonia!
P! !! 942! !! !!!!!!!!!!!
!
F! 2,019! 2,239! !! !!
R! !! 859! !! !!
!
South!Korea! P! !! !! 1,146! 1,077!
F! !! 990! !! !!
! Spain!
P! 701! 772! 957! 962!
Malaysia! P! !! !! !! 1,206!
!
R! 547! 567! !! !!
Mexico!
P! 1,294! 875! 1,226! 1,710!
!
F! 717! 787! !! !!
R! 1,156! 784! !! !!
! Sweden!
P! !! 861! 891! 1,096!
F! 1,222! 891! !! !!
!
R! !! 638! !! !!
Moldova!
P! !! 813! 958! !!!!!!!!!!!
!
F! !! 819! !! !!
R! !! 608! !! !!
!
Switzerland! P! 768! !! !! !!
F! !! 883! !! !!
!
Taiwan! P! !! !! !! 1,061!
Montenegro!
P! !! 767! !! !!!!!!!!!!!
!
Thailand! P! !! !! !! 944!
R! !! 418! !! !!
!
Trinidad!and!Tobago! P! !! !! !! 932!
F! !! 772! !! !!
! Turkey!
P! 1,371! !! 1,163! 1,437!
Morocco! P! !! !! 354! 400!
!
F! 1,423! !! !! !!
Netherlands! P! !! !! !! 1,506!
!
Ukraine! P! !! !! !! 1,500!
New!
Zealand! P! !! !! !! 466!
! United!States!
P! !! 1,033! !! 2,024!
Nigeria!
P! 1,358! 443!
! ! !
R! !! 942! !! !!
R! 1,295! 439! ! !!
!
F! !! 1,040! !! !!
F! 1,351! 399! ! !!
!
Uruguay! P! !! !! !! 776!
Peru!
P! ! 1,345! 1,209! 1,053!
! Venezuela!
P! !! 951! !! !!!!!!!!!!!
R! ! 1,214! ! !!
!
F! !! 948! !! !!
F! ! 1,377! ! !!
!
Vietnam! P! !! !! 1,240! !!!!!!!!!!!Table!8.7!presents!the!nations!included!in!each!of!the!samples,!and!the!year!for!which!the!observations!were!taken.!P,!R!and!F!give!the!observations!for!the!Post\Material,!Religiosity,!and!Family!samples!respectively.!!Table!8.7!shows!that!the!sample!for!each!model!includes!observations!from!most!of!the!cultural!areas!identified!by!the!World!Values!Survey!(2015).!!!
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8.3.6$DESCRIPTIVE$STATISTICS$!Table!8.8!presents!the!descriptive!statistics!of!IINFINS!"#,!!and!CINFINS!,!!!.!!
Table$8.8:$Descriptive$Statistics$of$INFINS$
Variable! !! Mean!
Std.!
Dev.! Min! Max! Observations!IPOSTMAT!"#,!! overall! 1.9768! 1.1817! 0.0000! 5.0000! N!=!!!91913!between! !! 0.4118! 1.1085! 2.7752! n!=!!!!!!48!
within! !! 1.1150! @0.7984! 5.8682! T@bar!=!1914.85!CPOSTMAT!,!!!! overall! 1.4723! 0.7447! 0.4775! 5.8564! N!=!!!91913!between! !! 0.8075! 0.5285! 5.8564! n!=!!!!!!48!
within! !! 0.2685! 0.2338! 2.9720! T@bar!=!1914.85!IRELIGION!"#,!! overall! 0.1037! 0.9058! @2.2386! 1.0548! N!=!!!19638!between! !! 0.5715! @1.2019! 0.7650! n!=!!!!!!18!
within! !! 0.7647! @2.7286! 2.3603! T@bar!=!!!!1091!CRELIGION!,!!!! overall! 0.1430! 0.8309! @0.9299! 2.9280! N!=!!!19638!between! !! 0.9311! @0.9064! 2.9280! n!=!!!!!!18!
within! !! 0.2770! @1.0725! 0.5868! T@bar!=!!!!1091!IFAMILY!"#,!! overall! 0.0434! 0.9963! @3.6506! 0.6764! N!=!!!29627!between! !! 0.3520! @1.2223! 0.4037! n!=!!!!!!21!
within! !! 0.9533! @4.0109! 1.9421! T@bar!=!1410.81!CFAMILY!,!!!! overall! 0.0474! 1.3897! @1.2324! 7.6945! N!=!!!29627!between! !! 1.7475! @1.1193! 7.6945! n!=!!!!!!21!
within! !! 0.1807! @0.8551! 0.3181! T@bar!=!1410.81!Table! 8.8! presents! the! descriptive! statistics! of! the!IINFINS!"#,!!and!CINFINS!,!!!!indices.! The! mean! of! each! variable! is!presented,! along! with! the! standard! deviation,! the! minimum! value! and! the! maximum! value.! Each! variable! (!!,!)! is!decomposed! into:! ‘between’! (!!),! being! each! national! average! across! time;! and! ‘within’! (!!,! − !! + !,! where!!!is! the!global! mean),! being! each! observations! deviation! from! the! national! average,! plus! the! global! mean.! The! variables! are!defined!as!follows:!IPOSTMAT!"#,!! Individual!post\materialist!values,!taken!from!the!World!Values!Survey.!CPOSTMAT!,!!!! National!post\materialist!values,!calculated!using!data!from!the!World!Values!Survey.!IRELIGION!"#,!! Individual!religiosity!index,!developed!in!Subsection!8.3.3.!CRELIGION!,!!!! National!religiosity!index,!developed!in!Subsection!8.3.3.!!IFAMILY!"#,!! Individual!attitudes!towards!the!Judeo\Christian!family,!developed!in!Subsection!8.3.3.!CFAMILY!,!!!! National!attitudes!towards!the!Judeo\Christian!family,!developed!in!Subsection!8.3.3.!!!Table! 8.8! (and!Table! 8.9)! dissect! the! variation! in! each! variable! into! ‘between’!and! ‘within’!variation.!The! ‘between’!variation!examines! the!variation!between!the! mean! scores! of! each! nation,! while! the! ‘within’! variation! examines! the!individual!variation!within!each!nation.!Thus,!it!is!unsurprising!that!most!of!the!
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CINFINS!,!!! !variation! is! ‘between’! variation,! as! CINFINS!,!!! !differs! more!between! nations! than! within! nations.! Most! of! the! variation! in!IINFINS!"#,! ,!however,!is!‘within’!variation,!meaning!that!the!individual!values,!attitudes,!and!beliefs! being! examined! vary! more! within! nations! than! between! nations.! This!highlights! the! importance! of! including! individual! level! variables! to! control! for!factors!driving!individual’s!values,!attitudes,!and!beliefs.!Table!8.9!presents!the!descriptive!statistics!of!the!control!variables.!!
Table$8.9:$Descriptive$Statics$of$Control$Variables$
Variable!
!
Mean!
Std.!
Dev.! Min! Max!GDPPC!,!!!! overall! 1.1354! 1.1239! 0.0693! 4.4591!between! !! 1.1131! 0.0693! 3.8742!
within! !! 0.2548! 0.0249! 2.0608!FEMALE!"#,!! overall! 0.5037! 0.5000! 0.0000! 1.0000!between! !! 0.0511! 0.3533! 0.6466!
within! !! 0.4976! @0.1429! 1.1504!AGE!"#,!! overall! 40.6592! 15.9368! 15.0000! 99.0000!between! !! 5.8909! 29.9984! 54.8234!
within! !! 14.9425! 3.8358! 100.6824!EDUC!"#,!! overall! 19.7559! 8.8335! 0.0000! 99.0000!between! !! 4.6730! 15.8834! 47.0908!
within! !! 7.8495! @21.3349! 101.3062!CHILDREN!"#,!! overall! 0.7111! 0.4533! 0.0000! 1.0000!between! !! 0.0842! 0.4365! 0.8326!
within! !! 0.4468! @0.1215! 1.2746!SEMP!"#,!! overall! 0.1149! 0.3188! 0.0000! 1.0000!between! !! 0.1083! 0.0172! 0.5816!
within! !! 0.3047! @0.4667! 1.0977!EMP!"#,!! overall! 0.4359! 0.4959! 0.0000! 1.0000!between! !! 0.1238! 0.2138! 0.7116!
within! !! 0.4814! @0.2757! 1.2221!STUD!"#,!! overall! 0.0813! 0.2734! 0.0000! 1.0000!between! !! 0.0638! 0.0137! 0.4021!
within! !! 0.2663! @0.3207! 1.0677!INCOME!"#,!! overall! 4.7518! 2.2744! 1.0000! 10.0000!between! !! 0.6237! 3.1880! 6.3122!
within! !! 2.2110! @0.5604! 11.5639!!
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Variable!(cont.)!
!
Mean!
(cont.)!
Std.!
Dev.!
(cont.)!
Min!
(cont.)!
Max!
(cont.)!WAVE!! overall! 4.9572! 1.0691! 3.0000! 6.0000!between! !! 0.9203! 3.0000! 6.0000!
within! !! 0.7738! 3.3189! 6.6137!Table!8.9!presents!the!descriptive!statistics!of!each!of!the!control!variables! for!every!observation!used!in!one!or!more!models! regressed! in! this! chapter.! The! mean! of! each! variable! is! presented! along! with! the! standard! deviation,! the!minimum! value! and! the!maximum! value.! Each! variable! (!!,!)! is! decomposed! into:! ‘between’! (!!),! being! each! national!average!across!time;!and!‘within’!(!!,! − !! + !,!where!!!is!the!global!mean),!being!each!observations!deviation!from!the!national!average,!plus!the!global!mean.!The!variables!are!defined!as!follows:!GDPPC!!!! The! real!GDP!per! capita!of! each!nation!divided!by!10!000!at! time! t\1.!Obtained! from! the!Penn!World!Tables!version!7.1!FEMALE!"#,!! Binary!variable!equal!to!1!if!the!individual!is!female.!From!the!World!Values!Survey.!AGE!"#,!! The!age!of!the!respondent!measured!in!years.!From!the!World!Values!Survey.!EDUC!"#,!! The!age!at!which!the!respondent!finished!their!education.!From!the!World!Values!Survey.!CHILDREN!"#,!! Binary!variable!equal!to!1!if!the!respondent!has!children.!From!the!World!Values!Survey.!SEMP!"#,!! Binary!variable!equal!to!1!if!the!respondent!is!self\employed.!From!the!World!Values!Survey.!EMP!"#,!! Binary! variable! equal! to! 1! if! the! respondent! is! employed! by! someone! else.! From! the! World! Values!Survey.!STUD!"#,!! Binary!variable!indicating!if!the!respondent!is!a!student.!From!the!World!Values!Survey.!INCOME!"#,!! Measures!the!10%!income!bracket!in!which!an!individual!places!themselves!within!their!country.!From!the!World!Values!Survey.!WAVE!! Wave!of!the!World!Values!Survey!in!which!the!individual!observation!was!taken.!!Table!8.9!shows!that!most!of! the!variation! in!GDPPC!,!!!!is! ‘between’!variation,!while! most! of! the! variation! in! the! individual! control! variables! is! ‘within’!variation.! The! table! also! shows! that! both!AGE!"#,!!and!EDUC!"#,!!have! extreme!values! (AGE!"#,!!ranges! from! 15! to! 99,! while!EDUC!"#,!!ranges! from! 0! to! 99).! It!does!not!follow!that!either!of!these!variables!will!have!a!linear!relationship!with!IINFINS!"#,!.!Instead,!this!chapter!expects!that!the!values,!attitudes,!and!beliefs!of!an! individual!who! is! twenty!will! tend! to! change!more!over! the!next! five!years!than! those! of! someone! who! is! eighty.! Similarly,! the! earlier! years! of! an!individual’s!education!are!expected!to!play!a!greater!role!in!the!development!of!their!values,!attitudes,!and!beliefs!than!later!years.!AGE!"#,!! !and!EDUC!"#,!! !are!thus!added!to!the!model!to!account!for!these!expected!non\linear!relationships.!!!!
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8.4$ANALYSIS$AND$RESULTS$!
8.4.1$INTRODUCTION$!This!analysis!and!results!section!achieves!two!objectives.!The!first,!achieved! in!Subsection! 8.4.2,! is! to! undertake! a! univariate! analysis! to! examine! the!relationship! between! the! individual! level! informal! institutions! and! economic!development.!The!second,!achieved!in!Subsection!8.4.3,!is!to!use!the!mixed!level!models!developed!by!this!chapter!to!test!each!of!the!three!hypotheses.!!
8.4.2$UNIVARIATE$ANALYSIS$$!This!univariate!analysis!breaks!down!the!sample!into!three!development!groups!according! to! each! nation’s! level! of! economic! development,! as! judged! by! the!International! Monetary! Fund! (2013).! These! levels! are:! Advanced! Economies;!Emerging!Markets!and!Developing!Economies;!and!Low!Income!Countries.!This!thesis!defined!each!of!these!classifications!in!Subsection!6.4.2.!!!Table!8.10!presents!the!means!and!standard!deviations!of!each!individual!level!informal! institution! for! both! the! entire! sample! and! each! of! the! three!development!groups.!!!!!
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Table$8.10:$Breakdown$of$Sample$
Variable!Name! Mean! StDev! N!
AEs! EMDEs! LICs!
Mean! StDev! N! Mean! StDev! N! Mean! StDev! N!IPOSTMAT!"#,!! 1.977! 1.182! 91913! 2.397! 1.221! 18804! 1.869! 1.147! 73109! 1.666! 1.092! 16152!IRELIGION!"#,!! 0.104! 0.906! 19638! @0.338! 1.113! 2694! 0.174! 0.847! 16944! 0.488! 0.690! 5006!IFAMILY!"#,!! 0.043! 0.996! 29627! @0.391! 1.245! 3363! 0.099! 0.946! 26264! 0.260! 0.780! 5830!Table!8.10!presents!the!mean,!standard!deviation!and!total!number!of!observations!for!each!of!the!dependent!variables!tested! by! this! chapter.! The! sample! in! broken! into! three! groups:! Advanced! Economies! (AEs);! Emerging! Markets! and!Developing!Economies!(EMDEs);!and!Low!Income!Countries!(LICs),!based!on!the!classifications!used!by!the!International!Monetary!Fund!(2013).!Note!that!all!LICs!are!also!EMDEs.!IPOSTMAT!is!the!12\item!individual!post\materialist!value!as!calculated! in! the! World! Values! Survey.! IRELIGION! and! IFAMILY! are! religiosity! and! attitudes! towards! the! family,! as!developed!in!Section!8.3.3.!!Table!8.11!presents!the!results!of!the!univariate!analysis.!The!table!presents!the!difference!in!mean!for!each!informal!institution!across!the!development!groups,!along! with! Welch’s! (1947)! t\statistic! and! Satterthwaite’s! (1946)! degrees! of!freedom.!!
Table$8.11:$Univariate$Analysis$
!!! AEs9EMDEs! AEs9LICs! EMDEs9LICs!
Univariate!Test! DIff! T9Stat! DF! Diff! T9Stat! DF! Diff! T9Stat! DF!IPOSTMAT!"#,!! 0.528! 53.555***! 27942! 0.730! 59.041***! 34896! 0.730! 76.224***! 24656!IRELIGION!"#,!! @0.512! @22.842***! 3208! @0.826! @35.060***! 3833! @0.826! @70.443***! 9887!IFAMILY!"#,!! @0.490! @22.044***! 3874! @0.651! @27.386***! 4912! @0.651! @55.335***! 10015!Table!8.11!presents! the!univariate!analysis!of! the!differences! in!average! IPOSTMAT,! IRELIGION!and!IFAMILY!between!Advanced!Economies!(AEs),!Emerging!Markets!and!Developing!Economies!(EMDEs)!and!Low!Income!Countries!(LICs).!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!two\tailed!test.!!IPOSTMAT! is! the! 12\item! individual! post\materialist! value! as! calculated! in! the!World! Values! Survey.! IRELIGION! and!IFAMILY!are!religiosity!and!attitudes!towards!the!family,!as!developed!in!Subsection!8.3.3.!!Table!8.11! finds!preliminary! support! for! each!of! the! three!hypotheses.!H8.1! is!supported,! as! the! mean! of!IPOSTMAT!"#,!!is! significantly! higher! in! AEs! than! in!EMDEs!and!LICs!at!the!less!than!1%!level.!Likewise,!H8.2!and!H8.3!are!supported!as! the! means! of!IRELIGION!"#,!!and!IFAMILY!"#,!!are! significantly! lower! in! AEs!than!in!EMDEs!and!LICs!at!the!less!than!1%!level.!!
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8.4.3$MIXED$LEVEL$MODELS$!Table! 8.12! presents! the! results! of! the! mixed! level! models! developed! in!Subsection!8.3.4.!!
Table$8.12:$Mixed$Level$Models$
!!!
Model!8.1! Model!8.2! Model!8.3!IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
Fi
xe
d!
Ef
fe
ct
s!
Constant! 1.7275!!!!!!!!!!!!!!!!!!!!!!!!(7.73)***!
0.3734!!!!!!!!!!!!!!!
(1.00)!
0.3683!!!!!!!!!!!!!!!!
(@1.26)!GDPPC!,!!!! 0.2640!!!!!!!!!!!!!!!!!!!(6.72)***! @0.1693!!!!!!!!!!!!!!!(@2.49)**! @0.3366!!!!!!!!!!!!!!!!(@4.42)***!CINFINS!,!!!! @0.0145!!!!!!!!!!!!!!!(@0.48)! 0.3298!!!!!!!!!!!!!!!!!!!!!!(8.30)***! 0.0022!!!!!!!!!!!!!!!!!(0.07)!FEMALE!"#,!! 0.0200!!!!!!!!!!!!!!!!!(2.65)***! 0.2124!!!!!!!!!!!!!!!!(19.16)***! @0.0636!!!!!!!!!!!!!!!!!!!!!!!(@5.54)***!AGE!"#,!! 0.0036!!!!!!!!!!!!!!!!!!!(2.46)**! 0.0049!!!!!!!!!!!!!(2.27)**! @0.0016!!!!!!!!!!!!!!!!!!(@0.70)!AGE!"#,!! ! @0.0001!!!!!!!!!!!!!!!(@5.21)***! @0.0000!!!!!!!!!!!!!!(@0.95)! 0.0001!!!!!!!!!!!!!!!!!!!!!!(2.32)**!EDUC!"#,!! 0.0306!!!!!!!!!!!!!!!!!!!!!!(24.72)***! @0.0225!!!!!!!!!!!!!!!!(@8.38)***! @0.0171!!!!!!!!!!!!!!!!!!!!!(@6.10)***!EDUC!"#,!! ! @0.0003!!!!!!!!!!!!!!!!!(@19.27)***! 0.0003!!!!!!!!!!!!!!!!!(6.18)***! 0.0002!!!!!!!!!!!!!(3.39)***!CHILDREN!"#,!! @0.0791!!!!!!!!!!!!!!!!!!!!!(@7.85)***! 0.0375!!!!!!!!!!!!!!!!!!!!(2.52)**! 0.1347!!!!!!!!!!!!!!!!!!(8.51)***!SEMP!"#,!! 0.0279!!!!!!!!!!!!!!!!!!!!!!!!(2.07)**! @0.0209!!!!!!!!!!!!!!!!!!!!!(@1.11)! @0.0558!!!!!!!!!!!!!!!!!!!(@2.84)***!EMP!"#,!! 0.0381!!!!!!!!!!!!!!!!!!!(4.05)***! @0.0490!!!!!!!!!!!!!!!!!!!!!!(@3.62)***! @0.0391!!!!!!!!!!!!!!!!!!!!!(@2.77)***!STUD!"#,!! 0.1107!!!!!!!!!!!!!!!!!!!!!!!(6.65)***! 0.0053!!!!!!!!!!!!!!!!!!!(0.24)! 0.0000!!!!!!!!!!!!!!!!!!!!!!!(0.00)!INCOME!"#,!! 0.0074!!!!!!!!!!!!!!!!!!!!!!!!(4.23)***! @0.0052!!!!!!!!!!!!!!!!!!(@2.11)**! @0.0003!!!!!!!!!!!!!!!(@0.13)!WAVE!! @0.1062!!!!!!!!!!!!!!!!!(@2.45)**! @0.0702!!!!!!!!!!!!!!!!!!!!!!(@0.54)! 0.2181!!!!!!!!!!!!!!!!(2.93)***!!!!!!
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Model!8.1!
(cont.)(
Model!8.2!
(cont.)(
Model!8.3!
(cont.)(IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
Ra
nd
om
!E
ffe
ct
s!
COUNTRY! !! !! !!
Constant! @0.1926! 1.9891! 0.4848!WAVE!! 0.0401! 0.2589! 0.0306!
Covariance! 0.9981! @0.7176! @0.1146!
REGION! !! !! !!
Constant! 0.8905! 0.3355! 0.9202!WAVE!! 0.0326! 0.0258! 0.0663!
Covariance! @0.1669! @0.0885! @0.2423!
O
th
er
!
Observations! 91913! 19638! 29627!
Wald!χ!! 1934.43! 916.11! 501.46!
Prob!>!χ!! 0.000! 0.000! 0.000!
Log!likelihood! @138387.84! @21718.51! @39983.516!
Akaike!
Criterion! 276817.7! 43479.03! 80009.03!Table! 8.12! presents! the! results! of! the! mixed! linear! models! testing! the! hypotheses! developed! in! this! chapter.! The!dependent! variables! in! each! of! the!models! are!IPOSTMAT!"#,!,!IRELIGION!"#,!!and!IFAMILY!"#,!!which!measure! individual!values,! attitudes,! and!beliefs,! towards!post\materialist! values,! religion,! and! the! family! respectively.! !IPOSTMAT!"#,!!was!taken! from! the! World! Values! Survey.!IRELIGION!"#,!!and!IFAMILY!"#,!!were! developed! in! Subsection! 8.3.3.! The! table!presents!the!coefficient!for!each!of!the!fixed!effects!along!with!the!t\ratio.!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!one\tailed!test.!For!each!of!the!random!effects!the!coefficient!is!reported!for!the!constant!(cluster!intercept!term),!the!WAVE!!(random!effect)!and!the!covariance!between!the!constant!and!the!wave.!The!variables!used!in!each!of!the!models!are!defined!as!follows:!GDPPC!!!! The! real!GDP!per! capita!of! each!nation!divided!by!10!000!at! time! t\1.!Obtained! from! the!Penn!World!Tables!version!7.1!!CINFINS!,!!!! The!national!values,!attitudes,!and!beliefs! towards!post!materialistic!values!(CPOSTMAT!,!!!)! in!Model!8.1,!religion!(CRELIGION!,!!!)!in!Model!8.2!and!the!family!(CFAMILY!,!!!)!in!Model!8.3.!CPOSTMAT!,!!!!is!calculated!using!data!from!the!World!Values!Survey.!CRELIGION!,!!!and!CFAMILY!,!!!were!developed!in!subsection!8.3.3.!FEMALE!"#,!! Binary!variable!equal!to!1!if!the!individual!is!female.!From!the!World!Values!Survey.!AGE!"#,!! The!age!of!the!respondent!measured!in!years.!From!the!World!Values!Survey.!EDUC!"#,!! The!age!at!which!the!respondent!finished!their!education.!From!the!World!Values!Survey.!CHILDREN!"#,!! Binary!variable!equal!to!1!if!the!respondent!has!children.!From!the!World!Values!Survey.!SEMP!"#,!! Binary!variable!equal!to!1!if!the!respondent!is!self\employed.!From!the!World!Values!Survey.!EMP!"#,!! Binary! variable! equal! to! 1! if! the! respondent! is! employed! by! someone! else.! From! the! World! Values!Survey.!STUD!"#,!! Binary!variable!indicating!if!the!respondent!is!a!student.!From!the!World!Values!Survey.!INCOME!"#,!! Measures!the!10%!income!bracket!in!which!an!individual!places!themselves!within!their!country.!From!the!World!Values!Survey.!WAVE!! Wave!of!the!World!Values!Survey!in!which!the!individual!observation!was!taken.!!Model!8.1!finds!support!for!H8.1!as!GDPPC!,!!!!is!positive!and!significant!at!the!less!than!1%!level.!This!suggests!that!higher!levels!of!economic!development!in!a!nation!lead!to!higher!levels!of!post\materialistic!values!among!its!citizens.!There!is!also!evidence!that!post\materialistic!values!tend!to!increase!in!people!as!they!
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approach!their!22nd!birthday,! then!diminish.!This! is!consistent!with! Inglehart’s!(1971)!finding!that!post\materialistic!values!develop!in!the!youth!of!each!nation.!Post\materialist!values!are!also!higher,!on!average,!amongst!individuals!who!are!either!students!or!who!have!a!job,!and!become!more!prevalent!the!higher!up!the!individual!is!on!the!income!scale.!Interestingly,!parents!tend!to!have!lower!levels!of! post\materialist! values! than! individuals! who! do! not! have! children.! Two!potential!explanations!are!that!individuals!with!higher!post\materialistic!values!tend!not!to!have!children,!or!alternatively,!that!having!children!forces!parents!to!focus! on! traditional! values! (or! lower! order! values! from!Maslow’s! hierarchy!of!needs)!to!provide!better!material!living!conditions!for!their!children.!!Model! 8.2! finds! evidence! to! support! H8.2,! as!GDPPC!,!!! !is! negative! and!significant!at!the!less!than!5%!level.!This!suggests!that!higher!levels!of!economic!development!in!a!nation!lead!to!a!decline!in!‘religiosity’!among!its!citizens.!This!result! is! consistent! with! the! findings! of! Norris! and! Inglehart! (2004,! p24\25),!who!observed! that! “virtually! all! advanced!economies”!were!drifting! towards! a!more!secular!orientation.!The!model!also!finds!that!females!and!parents!tend!to!be! more! religious,! and! that! prior! national! attitudes! towards! religion! are! an!important!determinant!of!current!individual!attitudes.!!Model! 8.3! finds! evidence! to! support! H8.3,! as!GDPPC!,!!! !is! negative! and!significant! at! the! less! than! 1%! level.! This! suggests! that! as! a! nation! becomes!wealthier,!its!citizens!place!less!value!on!the!Judeo\Christian!model!of!the!family.!Interestingly,! individual! attitudes! towards! the! family! are! lower! for! females,!people! with! a! job,! and! those! who! are!more! educated.! This! is! consistent! with!
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Tilley’s! (2012)! interpretation!of!Marx!and!Engels!(2002),!and!also!some!of! the!arguments! put! forwards! by! Engels! (1958),! as! economic! development! enables!these!groups! to! focus!more!on! their! careers.!The!model! also! finds! that!people!with! children! have! a! higher! regard! for! the! Judeo\Christian! family! than! those!without.!!
8.4.4$CONCLUSION$!The!three!hypotheses!tested!in!this!chapter!are!supported!by!both!the!univariate!and! multivariate! analyses.! This! suggests! that! higher! levels! of! economic!development! in!a!nation! leads! to!an! increase! in!post\materialistic!values! in! its!citizens,!but!also!to! lower! levels!of!religiosity!and!attitudes!towards!the!Judeo\Christian!family.!!
8.5$ROBUSTNESS$TESTING$!
8.5.1$INTRODUCTION$!Section! 8.4! presented! and! interpreted! the! results! of! the! univariate! and!multivariate!analyses!used!to!test!the!hypotheses!developed!in!Subsection!8.3.2.!This!section!performs!three!robustness!tests!on!each!of!the!mixed!level!model!to!determine! the! sensitivity! of! the! findings! under! different! assumptions.! The!robustness! tests! proceed! as! follows:! Subsection! 8.5.2! includes! conditional!weights! in! the! models! to! account! for! the! probably! of! picking! each! individual!within! their! country.! Subsection! 8.5.3! re\estimates! each! model! using! the!
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Restricted! Likelihood! estimation! (as! opposed! to! the! Maximum! Likelihood!Estimation! used! in! Subsection! 8.4.3).! Finally,! Section! 8.5.4! tests! the!model! for!non\linearities.!Section!8.5.5!concludes!the!robustness!testing.!!
8.5.2$WEIGHTS$!Subsection! 8.4.3! implicitly! assumed! that! the! sample! from! each! nation! is!randomly!selected.!This!robustness!test!relaxes!this!assumption!by!including!the!individual!conditional!weights!for!each!observation!as!given!by!the!World!Values!Survey.! These! weights! come! from! variable! S018,! which! is! the! “N! preserving!weightings,! as! originally! provided! by! participants”! corrected! “to! give! an!N=1000”! (World!Values!Survey!2014d).!Table!8.13!presents! the! results!of! this!robustness!test.!!
Table$8.13:$Robustness$Test$–$Weights$
!!
Model!8.1W! Model!8.2W! Model!8.3W!IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
Fi
xe
d!
Ef
fe
ct
s!
Constant! 1.5923!!!!!!!!!!!!!!!!!!!!(7.35)***!
0.4024!!!!!!!!!!!!!!!!!!!!
(0.99)!
@0.4547!!!!!!!!!!!!!!!!
(@1.24)!GDPPC!,!!!! 0.2266!!!!!!!!!!!!!!!!!!!(5.51)***! @0.1751!!!!!!!!!!!!!(@4.64)***! @0.3339!!!!!!!!!!!!!!!!!!!!(@2.57)***!CINFINS!,!!!! @0.0023!!!!!!!!!!!!!!!!!(@0.05)! 0.3300!!!!!!!!!!!!!!(12.87)***! 0.0015!!!!!!!!!!!!!!!!!!(0.11)!FEMALE!"#,!! 0.0265!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.34)**! 0.2383!!!!!!!!!!!!!!!!(7.04)***! @0.0657!!!!!!!!!!!!!!!!!!!!!!(@1.82)*!AGE!"#,!! 0.0047!!!!!!!!!!!!!!!!!!!(1.74)*! 0.0035!!!!!!!!!!!!!!!!!(0.95)! @0.0025!!!!!!!!!!!!!!!!!!!!!(@0.72)!AGE!"#,!! ! @0.0001!!!!!!!!!!!!!!!!(@3.19)***! @0.0000!!!!!!!!!!!!!!!!!!(@0.20)! 0.0001!!!!!!!!!!!!!!!!!!!(@1.99)!EDUC!"#,!! 0.0324!!!!!!!!!!!!!!!!!!!!!!!!!!!(9.10)***! @0.0206!!!!!!!!!!!!!!!!!!!!(@3.20)***! @0.0151!!!!!!!!!!!!!!!!!!!(@2.59)***!!
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!
Model!8.1W!
(cont.)(
Model!8.2W!
(cont.)(
Model!8.3W!
(cont.)(IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
Fi
xe
d!
Ef
fe
ct
s!
EDUC!"#,!! ! @0.0003!!!!!!!!!!!!!!!!!!!!!!!!!(@7.83)***! 0.0003!!!!!!!!!!!!!!!!!!!!!!!!!(3.08)***! 0.0001!!!!!!!!!!!!!!!!!(1.68)*!CHILDREN!"#,!! @0.0812!!!!!!!!!!!!!!!!!!!!!!!!!!!(@4.85)***! 0.0369!!!!!!!!!!!!!!!!(1.24)! 0.1552!!!!!!!!!!!!!!!!!!(5.96)***!SEMP!"#,!! 0.0384!!!!!!!!!!!!!!!!!!!!(1.84)*! @0.0185!!!!!!!!!!!!!!!!!!(@0.66)! @0.0415!!!!!!!!!!!!!!!!!!!!(@1.85)*!EMP!"#,!! 0.0579!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.55)***! @0.0691!!!!!!!!!!!!!!!!(@2.08)**! @0.0448!!!!!!!!!!!!!!!!!(@1.55)!STUD!"#,!! 0.1359!!!!!!!!!!!!!!!!!!!!!!!!!!(4.82)***! @0.0145!!!!!!!!!!!!!!!!!!!!!!!!!(@0.50)! @0.0124!!!!!!!!!!!!!!!!!(@0.39)!INCOME!"#,!! 0.0094!!!!!!!!!!!!!!!!!!!(1.99)**! @0.0082!!!!!!!!!!!!!!!!!(@2.09)**! 0.0024!!!!!!!!!!!!!!!(0.54)!WAVE!! @0.0897!!!!!!!!!!!!!!!!!!!!(@2.22)**! @0.0744!!!!!!!!!!!!!!!!!!(@0.63)! 0.2300!!!!!!!!!!!!!!!!!!!(2.77)***!
!
COUNTRY! !! !! !!
Constant! 0.9419! 1.9769! 0.6079!WAVE!! 0.0360! 0.2542! 0.0404!
Covariance! @0.1768! 0.7089! @0.1492!
REGION! !! !! !!
Constant! 0.5966! 0.1711! 0.8877!WAVE!! 0.0229! 0.0137! 0.0627!
Covariance! @0.1141! @0.0425! @0.2331!
O
th
er
!
Observations! 91913! 19638! 29627!
Wald!χ!! 286.26! 1267.26! 283.46!
Prob!>!χ!! 0.000! 0.000! 0.000!
Log!likelihood! @91373.814! @16123.531! @27977.593!
Akaike!
Criterion! 182789.6! 32289.06! 55997.19!Table! 8.13!presents! the! results! of! the!mixed! linear!models! testing! the! hypotheses! developed! in! this! chapter!with! the!inclusion! of! individual! level! conditional! weights.! The! dependent! variables! in! each! of! the! models! are!IPOSTMAT!"#,!,!IRELIGION!"#,!!and!IFAMILY!"#,!!which!measure! individual!values,!attitudes,!and!beliefs,! towards!post\materialist!values,!religion,! and! the! family! respectively.! !IPOSTMAT!"#,! !was! taken! from! the! World! Values! Survey.!IRELIGION!"#,! !and!IFAMILY!"#,!!were!developed!in!Subsection!8.3.3.!The!conditional!weights!of! the! individual! level!observations!are!taken!from!variable!S018!of!the!World!Values!Survey.!The!table!presents!the!coefficient!for!each!of!the!fixed!effects!along!with!the!t\ratio.!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!one\tailed!test.!For!each!of!the!random!effects!the!coefficient!is!reported!for!the!constant!(cluster!intercept!term),!the!WAVE!!(random!effect)!and! the!covariance!between! the!constant!and! the!wave.!The!variables!used! in!each!of! the!models!are!defined!as!follows:!GDPPC!!!! The! real!GDP!per! capita!of! each!nation!divided!by!10!000!at! time! t\1.!Obtained! from! the!Penn!World!Tables!version!7.1.!!CINFINS!,!!!! The!national!values,!attitudes,!and!beliefs! towards!post!materialistic!values!(CPOSTMAT!,!!!)! in!Model!8.1,!religion!(CRELIGION!,!!!)!in!Model!8.2!and!the!family!(CFAMILY!,!!!)!in!Model!8.3.!CPOSTMAT!,!!!!is!calculated!using!data!from!the!World!Values!Survey.!CRELIGION!,!!!and!CFAMILY!,!!!were!developed!in!Section!8.3.3.!
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FEMALE!"#,!! Binary!variable!equal!to!1!if!the!individual!is!female.!From!the!World!Values!Survey.!AGE!"#,!! The!age!of!the!respondent!measured!in!years.!From!the!World!Values!Survey.!EDUC!"#,!! The!age!at!which!the!respondent!finished!their!education.!From!the!World!Values!Survey.!CHILDREN!"#,!! Binary!variable!equal!to!1!if!the!respondent!has!children.!From!the!World!Values!Survey.!SEMP!"#,!! Binary!variable!equal!to!1!if!the!respondent!is!self\employed.!From!the!World!Values!Survey.!EMP!"#,!! Binary! variable! equal! to! 1! if! the! respondent! is! employed! by! someone! else.! From! the! World! Values!Survey.!STUD!"#,!! Binary!variable!indicating!if!the!respondent!is!a!student.!From!the!World!Values!Survey..!INCOME!"#,!! Measures!the!10%!income!bracket!in!which!an!individual!places!themselves!within!their!country.!From!the!World!Values!Survey.!WAVE!! Wave!of!the!World!Values!Survey!in!which!the!individual!observation!was!taken.!!Table!8.13!shows!that!the!inclusion!of!weights!does!not!change!the!conclusions!of! Subsection! 8.4.3.! Evidence! to! support! H8.1! and! H8.3! is! the! same,! as!GDPPC!,!!!!has! the! expected! sign! in! both!models,! and! is! significant! at! the! less!than! 1%! level.! H8.2! finds! more! support! with! the! inclusion! of! weights,! as!GDPPC!,!!!!is! negative,! and! is! now! significant! at! the! less! than! 1%! level.! These!results!suggest!that!higher! levels!of!economic!development! in!a!society! lead!to!higher!levels!of!post\materialist!values,!and!also!lower!levels!of!both!religiosity!and!attitudes!towards!the!Judeo\Christian!understanding!of!the!family.!!
8.5.3$RESTRICTED$LIKELIHOOD$ESTIMATION$!The!models! estimated! in! Subsection!8.4.3!were! regressed!using! the!maximum!likelihood! estimation,! which! can! lead! to! negatively! biased! estimates! of! the!variance!components!of! the!random!effects,!especially! in! the!presence!of!small!sample! sizes.!This! robustness! test! analyses! the!potential! bias!by! re\estimating!the! models! using! a! restricted! maximum! likelihood! procedure.! Table! 8.14!presents!the!results!of!the!re\estimated!models.!!!!
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Table$8.14:$Robustness$Test$–$Restricted$Likelihood$Estimation$
!!
Model!8.1R! Model!8.2R! Model!8.3R!IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
Fi
xe
d!
Ef
fe
ct
s!
Constant! 1.7317!!!!!!!!!!!!!!!!!!!(7.59)***!
0.3233!!!!!!!!!!!!!!!!!!!!!!!
(0.86)!
@0.3773!!!!!!!!!!!!!!!
(@1.20)!GDPPC!,!!!! 0.2659!!!!!!!!!!!!!!!!!!(6.63)***! @0.1696!!!!!!!!!!!!!!!!!!!!!!!!(@1.87)*! @0.3360!!!!!!!!!!!!!!!(@4.07)***!CINFINS!,!!!! @0.0161!!!!!!!!!!!!!!!!!!!!!!!!(@0.53)! 0.3127!!!!!!!!!!!!!!!!!(6.37)***! 0.0025!!!!!!!!!!!!!!(0.07)!FEMALE!"#,!! 0.0200!!!!!!!!!!!!!!!!!!!!!(2.65)***! 0.2124!!!!!!!!!!!!!!!!!(19.16)***! @0.0636!!!!!!!!!!!(@5.54)***!AGE!"#,!! 0.0036!!!!!!!!!!!!!!!!!!!!!!(2.46)**! 0.0049!!!!!!!!!!!!!!!!!(2.27)**! @0.0016!!!!!!!!!!!!!!!!!!!!!(@0.70)!AGE!"#,!! ! @0.0001!!!!!!!!!!!!!!!!!!!!!!(@5.21)***! @0.0000!!!!!!!!!!!!(@0.95)! 0.0001!!!!!!!!!!!!!!!!!!!!!!!(2.32)**!EDUC!"#,!! 0.0306!!!!!!!!!!!!!!!!!!!!(24.72)***! @0.0225!!!!!!!!!!!!!!!!!!!(@8.39)***! @0.0171!!!!!!!!!!!!!(@6.10)***!EDUC!"#,!! ! @0.0003!!!!!!!!!!!!!!!!!!!!(@19.27)***! 0.0003!!!!!!!!!!!!!!!!!!!!(6.18)***! 0.0002!!!!!!!!!!!!!!!!!!!(3.39)***!CHILDREN!"#,!! @0.0791!!!!!!!!!!!!!!!!!!!(@7.85)***! 0.0375!!!!!!!!!!!!!!!!!!!(2.52)**! 0.1347!!!!!!!!!!!!!!!!!!(8.51)***!SEMP!"#,!! 0.0278!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.07)**! @0.0208!!!!!!!!!!!!!!!!!!!!(@1.11)! @0.0557!!!!!!!!!!!!!!!!!!!(2.83)***!EMP!"#,!! 0.0381!!!!!!!!!!!!!!!!!!!!!!!!!(4.05)***! @0.0490!!!!!!!!!!!!!!!!!!!!!!!!!!(@3.62)***! @0.0390!!!!!!!!!!!!!!!!(@2.77)***!STUD!"#,!! 0.1108!!!!!!!!!!!!!!!!!!!!(6.66)***! 0.0053!!!!!!!!!!!!!!!!!!!!(0.24)! @0.0002!!!!!!!!!!!!!!!!!!!(@0.01)!INCOME!"#,!! 0.0074!!!!!!!!!!!!!!!!!!!!!!!!!(4.24)***! @0.0052!!!!!!!!!!!!!!!!!!!!!!(@2.11)**! @0.0003!!!!!!!!!!!!!!!!!!!!(@0.13)!WAVE!! @0.1070!!!!!!!!!!!!!!!!!!(@2.41)**! @0.0548!!!!!!!!!!!!!!!!!!!!!(@0.42)! 0.2204!!!!!!!!!!!!!!!!!(2.72)***!
Ra
nd
om
!E
ffe
ct
s!
COUNTRY! !! !! !!
Constant! 1.0479! 1.9117! 0.599!WAVE!! 0.0421! 0.2542! 0.0392!
Covariance! @0.2021! @0.6963! @0.1447!
REGION! !! !! !!
Constant! 0.8934! 0.3599! 0.9164!WAVE!! 0.0327! 0.0281! 0.066!
Covariance! @0.1674! @0.0943! @0.2413!!!!!!!
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!
Model!8.1R!
(cont.)(
Model!8.2R!
(cont.)(
Model!8.3R!
(cont.)(IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
O
th
er
!
Observations! 91913! 19638! 29627!
Wald!χ!! 1933.2! 883.22! 497.61!
Prob!>!χ!! 0.000! 0.000! 0.000!
Log!likelihood! @138455.51! @21779.597! @40044.168!
Akaike!
Criterion! n/a! n/a! n/a!Table!8.14!presents! the!results!of! the!mixed! linear!models! testing!the!hypotheses!developed! in! this!chapter!estimated!using!restricted! likelihood!estimation.!The!dependent!variables! in!each!of! the!models!are!IPOSTMAT!"#,!,!IRELIGION!"#,!!and!IFAMILY!"#,!!which!measure!individual!values,!attitudes,!and!beliefs,!towards!post\materialist!values,!religion,!and!the!family! respectively.! ! IPOSTMAT!"#,! !was! taken! from! the! World! Values! Survey.! IRELIGION!"#,! !and! IFAMILY!"#,! !were!developed!in!Subsection!8.3.3.!The!table!presents!the!coefficient!for!each!of!the!fixed!effects!along!with!the!t\ratio.!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!one\tailed!test.!For!each! of! the! random! effects! the! coefficient! is! reported! for! the! constant! (cluster! intercept! term),! the!WAVE!!(random!effect)!and!the!covariance!between!the!constant!and!the!wave.!The!variables!used!in!each!of!the!models!are!defined!as!follows:!GDPPC!!!! The! real!GDP!per! capita!of! each!nation!divided!by!10!000!at! time! t\1.!Obtained! from! the!Penn!World!Tables!version!7.1!!CINFINS!,!!!! The!national!values,!attitudes,!and!beliefs! towards!post!materialistic!values!(CPOSTMAT!,!!!)! in!Model!8.1,!religion!(CRELIGION!,!!!)!in!Model!8.2!and!the!family!(CFAMILY!,!!!)!in!Model!8.3.!CPOSTMAT!,!!!!is!calculated!using!data!from!the!World!Values!Survey.!CRELIGION!,!!!and!CFAMILY!,!!!were!developed!in!Section!8.3.3.!FEMALE!"#,!! Binary!variable!equal!to!1!if!the!individual!is!female.!From!the!World!Values!Survey.!AGE!!",!! The!age!of!the!respondent!measured!in!years.!From!the!World!Values!Survey.!EDUC!"#,!! The!age!at!which!the!respondent!finished!their!education.!From!the!World!Values!Survey.!CHILDREN!"#,!! Binary!variable!equal!to!1!if!the!respondent!has!children.!From!the!World!Values!Survey.!SEMP!"#,!! Binary!variable!equal!to!1!if!the!respondent!is!self\employed.!From!the!World!Values!Survey.!EMP!"#,!! Binary! variable! equal! to! 1! if! the! respondent! is! employed! by! someone! else.! From! the! World! Values!Survey.!STUD!"#,!! Binary!variable!indicating!if!the!respondent!is!a!student.!From!the!World!Values!Survey.!INCOME!"#,!! Measures!the!10%!income!bracket!in!which!an!individual!places!themselves!within!their!country.!From!the!World!Values!Survey.!WAVE!! Wave!of!the!World!Values!Survey!in!which!the!individual!observation!was!taken.!!Table! 8.14! shows! that! changing! the! estimation! method! used! to! regress! the!models! do! not! change! the! findings! for! either! H8.1! or! H8.3.! Both! hypotheses!continue!to!find!strong!support,!as!GDPPC!,!!!!is!still!significant!at!the!less!than!1%!level! in!Models!8.1R!and!8.3R.!This!suggests!that!higher!levels!of!economic!development! lead! to! an! increase! in! post\materialist! values,! and! a! decline! in!attitudes! towards! the! Judeo\Christian! family! within! a! nation.! The! alternative!estimation!method! does,! however,! reduce! the! evidence! in! support! of! H8.2,! as!GDPPC!,!!!!is! only! significant! at! the! less! than! 10%! level! in! Model! 8.2R.! This!
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suggests! that! the! relationship! between! economic! outcomes! and! religious!attitudes!found!in!Subsection!8.4.3!is!sensitive!to!the!model!estimation!method.!!
8.5.4$TESTING$FOR$NONcLINEARITIES$!The!final!robustness!test!analyses!the!impact!non\linearities!have!on!the!model.!Each! model! from! Subsection! 8.4.3! was! examined! for! the! presence! of! non\linearities! (both! squares! and! logarithms)! in! GDPPC!,!!! ,! CINFINS!,!!! ,!INCOME!"#,!,! and!WAVE!",!.! Each!model! is! then! re\estimated!with!all! significant!non\linearities!included.!Table!8.15!presents!the!re\estimated!models!including!the!significant!squared!terms.!!
Table$8.15:$Robustness$Test$–$Squares$
!!
Model!8.1S! Model!8.2S! Model!8.3S!IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
Fi
xe
d!
Ef
fe
ct
s!
Constant! 2.5832!!!!!!!!!!!!!!!!!!!!!(9.45)***!
0.8770!!!!!!!!!!!!!!!!!!!!!
(2.53)**!
@0.4223!!!!!!!!!!!!!!!
(@1.42)!GDPPC!,!!!! 0.4346!!!!!!!!!!!!!!!!!!!!(4.42)***! @0.6412!!!!!!!!!!!!!!!!!!!!!(@2.91)***! @0.3333!!!!!!!!!!!!(@4.26)***!CINFINS!,!!!! 0.1711!!!!!!!!!!!!!!!!!!!!(1.93)*! 0.4317!!!!!!!!!!!!!!!!!!!!!!(7.52)***! 0.0039!!!!!!!!!!!!!!!!(0.12)!FEMALE!"#,!! 0.0200!!!!!!!!!!!!!!!!!!!!!!!!(2.65)***! 0.2122!!!!!!!!!!!!!!!!!!!!(19.15)***! @0.0635!!!!!!!!!!!!!!!!!!!!(@5.53)***!AGE!"#,!! 0.0035!!!!!!!!!!!!!!!!!!!!!(2.39)**! 0.0049!!!!!!!!!!!!!!!!!!!!(2.27)**! @0.0017!!!!!!!!!!!!!!!!!!!!(@0.71)!AGE!"#,!! ! @0.0001!!!!!!!!!!!!!!!!!!!!!(@5.13)***! @0.0000!!!!!!!!!!!!!!(@0.96)! 0.0001!!!!!!!!!!!!!!!!!(2.34)**!EDUC!"#,!! 0.0308!!!!!!!!!!!!!!!!!!!!!!!!!(24.87)***! @0.0225!!!!!!!!!!!!!!!!!!!!!!!!(@8.39)***! @0.0175!!!!!!!!!!!!!!!!!!!!!!(@6.23)***!EDUC!"#,!! ! @0.0003!!!!!!!!!!!!!!!!!!!!!!!!!(@19.42)***! 0.0003!!!!!!!!!!!!!!!!!!!!(6.18)***! 0.0002!!!!!!!!!!!!!!!!!!(3.51)***!CHILDREN!"#,!! @0.0777!!!!!!!!!!!!!!!'@7.71)***! 0.0374!!!!!!!!!!!!!!!!!!!!!!!!!(2.51)**! 0.1351!!!!!!!!!!!!!!!!(8.53)***!!
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!
Model!8.1S!
(cont.)(
Model!8.2S!
(cont.)(
Model!8.3S!
(cont.)(IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
Fi
xe
d!
Ef
fe
ct
s!
SEMP!"#,!! 0.0290!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.16)**! @0.0211 !!!!!!!!!!!!!!!!!(@1.12)! @0.0549!!!!!!!!!!!!!!!!(@2.79)***!EMP!"#,!! 0.0380!!!!!!!!!!!!!!!!!!!!!!!!!!(4.04)***! @0.0494!!!!!!!!!!!!!!!!!!!!!(@3.65)***! @0.0404!!!!!!!!!!!!!(@2.87)***!STUD!"#,!! 0.1146!!!!!!!!!!!!!!!!!!!!!(6.89)***! 0.0053!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(0.24)! @0.0001 !!!!!!!!!!!!!!!(@0.00)!INCOME!"#,!! 0.0073!!!!!!!!!!!!!!!!!!!!!!(4.20)***! @0.0052!!!!!!!!!!!!!!!!!!!!!(@2.11)**! 0.0307!!!!!!!!!!!!!!!!!!!!!!(3.23)***!WAVE!! @0.5644!!!!!!!!!!!!!!!!!!!!!!!(@6.91)***! @0.1572!!!!!!!!!!!!!!!!!!!!!!!!!!(@1.48)! 0.2169!!!!!!!!!!!!!!!!!!!!!!!(2.85)***!GDPPC!,!!!! ! @0.0721!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(@3.10)***! 0.2562!!!!!!!!!!!!!!!!!!!!!!!(2.14)**! @!CINFINS!,!!!! ! @0.0434!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(@2.11)**! @0.1549 !!!!!!!!!!!!!!!!!!!!(@2.94)***! @!INCOME!"#,!! ! @! @! @0.0030!!!!!!!!!!!!!(@3.39)***!WAVE!!! 0.0491!!!!!!!!!!!!!!!!!!!!!(6.39)***! @! @!
Ra
nd
om
!E
ffe
ct
s!
COUNTRY! !! !! !!
Constant! 0.9196! 1.0428! 0.5154!WAVE!! 0.0359! 0.1425! 0.0331!
Covariance! @0.1757! @0.3855! @0.1234!
REGION! !! !! !!
Constant! 0.9311! 0.3458! 0.9035!WAVE!! 0.0337! 0.0276! 0.065!
Covariance! @0.1738! @0.0915! @0.2378!
O
th
er
!
Observations! 91913! 19638! 29627!
Wald!χ!! 1995.11! 918.75! 512.63!
Prob!>!χ!! 0.000! 0.000! 0.000!
Log!likelihood! @138360.04! @21714.593! @39977.793!
Akaike!Criterion! 276768.1! 43461.19! 79999.59!
LR!test!with!original!
model! 55.60***! @! 11.45***!Table!8.15!re\estimates! the!models! from!Table!8.12!with! the! inclusion!of! the!significant! squared! terms! to!account! for!non\linearities..!The!dependent!variables! in!each!of! the!models!are!IPOSTMAT!"#,!,!IRELIGION!"#,!!and!IFAMILY!"#,!!which!measure! individual!values,!attitudes,!and!beliefs,! towards!post\materialist!values,! religion,!and! the! family!respectively.!!IPOSTMAT!"#,!!was! taken! from! the! World! Values! Survey.!IRELIGION!"#,!!and!IFAMILY!"#,!!were! developed! in! Subsection!8.3.3.!The!table!presents!the!coefficient!for!each!of!the!fixed!effects!along!with!the!t\ratio.!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!one\tailed!test.!For!each!of!the!random!effects!the! coefficient! is! reported! for! the! constant! (cluster! intercept! term),! the!WAVE!!(random! effect)! and! the! covariance!between!the!constant!and!the!wave.!The!variables!used!in!each!of!the!models!are!defined!as!follows:!GDPPC!!!! The! real!GDP!per! capita!of! each!nation!divided!by!10!000!at! time! t\1.!Obtained! from! the!Penn!World!Tables!version!7.1!
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!CINFINS!,!!!! The!national!values,!attitudes,!and!beliefs! towards!post!materialistic!values!(CPOSTMAT!,!!!)! in!Model!8.1,!religion!(CRELIGION!,!!!)!in!Model!8.2!and!the!family!(CFAMILY!,!!!)!in!Model!8.3.!CPOSTMAT!,!!!!is!calculated!using!data!from!the!World!Values!Survey.!CRELIGION!,!!!and!CFAMILY!,!!!were!developed!in!Section!8.3.3.!FEMALE!"#,!! Binary!variable!equal!to!1!if!the!individual!is!female!From!the!World!Values!Survey.!AGE!"#,!! The!age!of!the!respondent!measured!in!years.!From!the!World!Values!Survey.!EDUC!"#,!! The!age!at!which!the!respondent!finished!their!education.!From!the!World!Values!Survey.!CHILDREN!"#,!! Binary!variable!equal!to!1!if!the!respondent!has!children.!From!the!World!Values!Survey.!SEMP!"#,!! Binary!variable!equal!to!1!if!the!respondent!is!self\employed.!From!the!World!Values!Survey.!EMP!"#,!! Binary! variable! equal! to! 1! if! the! respondent! is! employed! by! someone! else.! From! the! World! Values!Survey.!STUD!"#,!! Binary!variable!indicating!if!the!respondent!is!a!student.!From!the!World!Values!Survey.!INCOME!"#,!! Measures!the!10%!income!bracket!in!which!an!individual!places!themselves!within!their!country.!From!the!World!Values!Survey.!WAVE!! Wave!of!the!World!Values!Survey!in!which!the!individual!observation!was!taken.!!Model! 8.1S! finds! evidence! of! a! non\linear! relationship! between! the! economic!development! of! a! nation! and! the! post\materialistic! values! of! its! citizens,! as!GDPPC!,!!!! !is!significant!at! the! less! than!1%!level.!The! findings!suggest,!ceteris!paribus,!that!an!increase!in!the!GDP!per!capita!of!a!nation!with!a!GDP!per!capita!below! (above)! $179! 140! will! lead! to! an! increase! (decrease)! in! the! post\materialistic!values!of!individuals!within!that!nation.!This!finding!is!meaningless,!as!no!nation!has!a!real!GDP!per!capita!above!$179!140.!An!increase!in!GDP!per!capita! in! a! nation!will! therefore! lead! to! an! increase! in! post\materialist! values!among! its! citizens.! This! effect,! however,! diminishes! as! nations! become! richer.!Thus,!the!findings!of!Model!8.1S!support!H8.1.!!Model! 8.2S! finds! evidence! of! a! non\linear! relationship! between! the! economic!development! of! a! nation! and! the! religiosity! of! its! citizens,! as!GDPPC!,!!!! !is!significant!at!the!less!than!5%!level.!The!findings!suggest!that!an!increase!in!GDP!per!capita!in!a!nation!with!a!GDP!per!capita!below!(above)!$12!514!will!lead!to!a!decrease!(increase)!in!the!religiosity!of!its!citizens.!This!finding!is!unexpected,!as!it!suggests!that!economic!development!will!lead!to!a!decline!in!religiosity!up!to!a!point,! and! then! further! economic! development! will! lead! to! an! increase! in!
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religiosity.! A! closer! inspection! of! this! result! reveals! that!GDPPC!,!!!! !is! not!significant! if!CRELIGION!,!!!! !is! removed! from! the! model.! Furthermore,! re\estimating!Model!8.2S!using!restricted!likelihood!estimation!leads!to!GDPPC!,!!!! !becoming!insignificant.!Estimating!Model!8.2S!with!condition!weights,!however,!leads! to!GDPPC!,!!!! !being! significant! at! the! less! than! 5%! level.!GDPPC!,!!!! !also!remains! significant! at! the! less! than! 5%! level!when!CRELIGION!,!!!! !is! dropped.!These! findings! suggest! that! the! non\linear! relationship! between! economic!development! and! religiosity! is! sensitive! to! the! estimation! method! used! to!develop!the!model.!!!There! is! no! change! to! the! support! for! H8.3,! as!GDPPC!,!!! !is! negative! and!significant! in!Model! 8.3S! at! the! less! than!1%! level.! There! is! no! indication! of! a!non\linear!relationship!between!IFAMILY!"#,!!and!GDPPC!,!!!.!!Each! of! the! models! estimated! in! Table! 8.15! marginally! outperform! their!corresponding!model!in!Table!8.12,!as!seen!by!the!lower!Akaike!Criterion!scores,!and!the!significant!likelihood\ratio!tests!(with!the!exception!of!Model!8.2S!where!the!likelihood\ratio!test!failed).!!Table!8.16!continues!this!robustness!test!by!presenting!the!re\estimated!models!with!the!addition!of!the!significant!logarithmic!terms35.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!35!The!logarithms!of!CINFINS!,!!!!were!generated!by!first!increasing!CINFINS!,!!!!by!3!to!ensure!that!all!values!are!positive.!This!is!consistent!with!the!procedure!followed!in!Subsection!7.5.2.!!
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Table$8.16:$Robustness$Test$–$Logarithms$
!!
Model!8.1L! Model!8.2L! Model!8.3L!IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
Fi
xe
d!
Ef
fe
ct
s!
Constant! 0.0179!!!!!!!!!!!!!!!!!!!!(0.01)!
@6.3225!!!!!!!!!!!!!!!!!!!!
(@3.85)***!
@0.3826!!!!!!!!!!!!!!!!!
(@1.29)!GDPPC!,!!!! @0.0187!!!!!!!!!!!!!!!(@0.27)! 0.5241!!!!!!!!!!!!!!!!(2.71)***! @0.3334!!!!!!!!!!!!!!!!!(@4.36)***!CINFINS!,!!!! @0.5388!!!!!!!!!!!!!!!!!!!!!!!(@2.19)**! @1.4552!!!!!!!!!!!!!!!(@3.24)***! 0.0037!!!!!!!!!!!!!!!!!!(0.11)!FEMALE!"#,!! 0.0200!!!!!!!!!!!!!!!!(2.65)***! 0.2123!!!!!!!!!!!!!!!!!!!(19.16)***! @0.0633!!!!!!!!!!!!!!!!!(@5.51)***!AGE!"#,!! 0.0035!!!!!!!!!!!!!!!!!!!!!!!!(2.39)**! 0.0049!!!!!!!!!!!!!!!!!!(2.26)**! @0.0016!!!!!!!!!!!!!!!!!!!!!!(@0.70)!AGE!"#,!! ! @0.0001!!!!!!!!!!!!!!!!!!!!!(@5.12)***! @0.0000!!!!!!!!!!!!!!!!!!!!!!!(@0.95)! 0.0001!!!!!!!!!!!!!!!!!!!(2.34)**!EDUC!"#,!! 0.0308!!!!!!!!!!!!!!!!!!!!!!(24.87)***! @0.0225!!!!!!!!!!!!!!!!!!!!!!!!!!!(@8.39)***! @0.0175!!!!!!!!!!!!!!!!!!!!!!!!!!!(@6.23)***!EDUC!"#,!! ! @0.0003!!!!!!!!!!!!!!!!!!!!!!!!(@19.42)***! 0.0003!!!!!!!!!!!!!!!!!!!!!!!!!(6.17)***! 0.0002!!!!!!!!!!!!!!!!!(3.50)***!CHILDREN!"#,!! @0.0774!!!!!!!!!!!!!!!!!!!!!(@7.68)***! 0.0375!!!!!!!!!!!!!!!!!!!!!!!!!!!!!(2.52)**! 0.1349!!!!!!!!!!!!!!!!!!!!!!(8.52)***!SEMP!"#,!! 0.0291!!!!!!!!!!!!!!!!!!!!!!!(2.17)**! @0.0211!!!!!!!!!!!!!!!!!!!!!!!!!!!!(@1.12)! @0.0550!!!!!!!!!!!!!!!!!!!!!(@2.80)***!EMP!"#,!! 0.0382!!!!!!!!!!!!!!!!!!!!!!!!!!!!(4.07)***! @0.0491!!!!!!!!!!!!!!!!!!!!!!!!!!!(@3.63)***! @0.0402!!!!!!!!!!!!!!!!!!!!!!!(@2.85)***!STUD!"#,!! 0.1159!!!!!!!!!!!!!!!!!!!!!!!!(6.96)***! 0.0052!!!!!!!!!!!!!!!!!!!!(0.23)! 0.0004!!!!!!!!!!!!!!!!!!!!!!(0.02)!INCOME!"#,!! 0.0075!!!!!!!!!!!!!!!!!!!!!!!(4.28)***! @0.0053!!!!!!!!!!!!!!!!!!(@2.13)**! @0.0243!!!!!!!!!!!!!!!!(@3.31)***!WAVE!! 0.2987!!!!!!!!!!!!!!!!!!!!!!!!!!!(3.86)***! @0.1190!!!!!!!!!!!!!!!!!!!!!(@1.12)! 0.2167!!!!!!!!!!!!!!!!!!!!!(2.84)***!ln!(GDPPC!,!!!)! 0.2276!!!!!!!!!!!!!!!!!!!!!!!(3.11)***! @0.4685!!!!!!!!!!!!!!!!!!!!!!!!!!(@4.16)***! @!ln!(CINFINS!,!!! + 3)! 2.6072!!!!!!!!!!!!!!(2.21)**! 5.6202!!!!!!!!!!!!!!!!!!(3.98)***! @!ln!(INCOME!"#,!)! @! @! 0.0972!!!!!!!!!!!!!!!!!!!(3.48)***!ln!(WAVE!)! @1.8876!!!!!!!!!!!!!!!!!!!!(@6.48)***! @! @!!!!!!!
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!
Model!8.1L!
(cont.)(
Model!8.2L!
(cont.)(
Model!8.3L!
(cont.)(IPOSTMAT!"#,!! IRELIGION!"#,!! IFAMILY!"#,!!
Ra
nd
om
!E
ffe
ct
s!
COUNTRY! !! !! !!
Constant! 0.8931! 1.3270! 0.5139!WAVE!! 0.0349! 0.1586! 0.0332!
Covariance! @0.1706! @0.4587! @0.1234!
REGION! !! !! !!
Constant! 0.9281! 0.3252! 0.9074!WAVE!! 0.0337! 0.0263! 0.0652!
Covariance! @0.1734! @0.0863! @0.2386!
O
th
er
!
Observations! 91913! 19638! 29627!
Wald!χ!! 1992.84! 942.21! 513.25!
Prob!>!χ!! 0.000! 0.000! 0.000!
Log!likelihood! @138361.34! @21711.871! @39977.467!
Akaike!Criterion! 276770.7! 43469.74! 79998.93!
LR!test!with!original!
model! 53.00***! 13.28***! 12.10***!Table!8.16!re\estimates!the!models!from!Table!8.12!with!the!inclusion!of!the!significant!logarithmic!terms!to!account!for!non\linearities..!The!dependent!variables! in!each!of! the!models!are!IPOSTMAT!"#,!,!IRELIGION!"#,!!and!IFAMILY!"#,!!which!measure! individual!values,!attitudes,!and!beliefs,! towards!post\materialist!values,! religion,!and! the! family!respectively.!!IPOSTMAT!"#,!!was! taken! from! the! World! Values! Survey.!IRELIGION!"#,!!and!IFAMILY!"#,!!were! developed! in! Subsection!8.3.3.!The!table!presents!the!coefficient!for!each!of!the!fixed!effects!along!with!the!t\ratio.!*,!**!and!***!are!used!to!indicate!significance!at!the!less!than!10%,!5%!and!1%!levels!respectively!for!the!one\tailed!test.!For!each!of!the!random!effects!the! coefficient! is! reported! for! the! constant! (cluster! intercept! term),! the!WAVE!!(random! effect)! and! the! covariance!between!the!constant!and!the!wave.!The!variables!used!in!each!of!the!models!are!defined!as!follows:!GDPPC!!!! The! real!GDP!per! capita!of! each!nation!divided!by!10!000!at! time! t\1.!Obtained! from! the!Penn!World!Tables!version!7.1!!CINFINS!,!!!! The!national!values,!attitudes,!and!beliefs! towards!post!materialistic!values!(CPOSTMAT!,!!!)! in!Model!8.1,!religion!(CRELIGION!,!!!)!in!Model!8.2!and!the!family!(CFAMILY!,!!!)!in!Model!8.3.!CPOSTMAT!,!!!!is!calculated!using!data!from!the!World!Values!Survey.!CRELIGION!,!!!and!CFAMILY!,!!!were!developed!in!Section!8.3.3.!FEMALE!"#,!! Binary!variable!equal!to!1!if!the!individual!is!female.!From!the!World!Values!Survey!AGE!"#,!! The!age!of!the!respondent!measured!in!years.!From!the!World!Values!Survey!EDUC!"#,!! The!age!at!which!the!respondent!finished!their!education.!From!the!World!Values!Survey!CHILDREN!"#,!! Binary!variable!equal!to!1!if!the!respondent!has!children.!From!the!World!Values!Survey!SEMP!"#,!! Binary!variable!equal!to!1!if!the!respondent!is!self\employed.!From!the!World!Values!Survey!EMP!"#,!! Binary! variable! equal! to! 1! if! the! respondent! is! employed! by! someone! else.! From! the! World! Values!Survey!STUD!"#,!! Binary!variable!indicating!if!the!respondent!is!a!student.!From!the!World!Values!Survey.!INCOME!"#,!! Measures!the!10%!income!bracket!in!which!an!individual!places!themselves!within!their!country.!From!the!World!Values!Survey.!WAVE!! Wave!of!the!World!Values!Survey!in!which!the!individual!observation!was!taken.!!The!findings!from!Table!8.16!are!almost!identical!to!those!in!Table!8.15.!Model!8.1L! finds! that! an! increase! in! the! GDP! per! capita! in! a! nation!with! a! GDP! per!capita!below!(above)!$121!711!will! lead! to!an! increase!(decrease)! in! the!post\materialistic!values!of! that!nation’s!citizens.!This! finding! is!consistent!with! the!
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one! from!Model!8.1S,!as!all!nations! in! the!sample!have!a!GDP!per!capita! lower!than!$121!711.!This!result!therefore!gives!further!evidence!in!support!for!H8.1,!as!higher!levels!of!GDP!per!capita!lead!to!an!increase!in!post\materialist!values!of!a!nation’s!citizens.!!Like!Model!8.2S,!Model!8.2L!finds!evidence!of!a!non\linear!relationship!between!economic! development! and! religiosity,! as!ln!(GDPPC!,!!!)!is! significant! at! the!less!than!1%!level.!The!findings!suggest!that!an!increase!in!GDP!per!capita!of!a!nation! with! a! GDP! per! capita! below! (above)! $8! 939! will! lead! to! a! decrease!(increase)!in!the!religious!attitudes!of!that!nation’s!citizens.!As!with!Model!8.2S,!this!result!was!investigated!further,!and!it!was!found!that!ln!(GDPPC!,!!!)!is!not!significant! if!ln!(CRELIGION!,!!! + 3)!is!removed!from!the!model.!Re\estimating!Model!8.2L!using! restricted! likelihood!estimation!produced!evidence!of! a!non\linear! relationship,! as!ln!(GDPPC!,!!!)!is! significant! at! the! less! than! 1%! level.!However,! removing!ln!(CRELIGION!,!!! + 3) !from! restricted! likelihood! model!makes!ln!(GDPPC!,!!!)!statistically! insignificant.! In! a! similar! finding! to! Model!8.2S,!ln!(GDPPC!,!!!)!is!significant!at!the!less!than!1%!when!conditional!weights!are!used.!!!There! is! no! change! to! the! support! for! H8.3,! as!GDPPC!,!!! !is! negative! and!significant! in!Model! 8.3L! at! the! less! than!1%! level.! There! is! no! indication!of! a!non\linear!relationship!between!IFAMILY!"#,!!and!GDPPC!,!!!.!!!!
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8.5.5$CONCLUSION$!This! section! examined! the! robustness! of! the! models! estimated! in! Subsection!8.4.3! in! three! ways.! Firstly,! in! Subsection! 8.5.2,! the! individual! conditional!weights! attached! to! each! observation! from! the! World! Values! Survey! were!included!in!the!model!design!to!ensure!representative!samples!were!drawn!from!each!nation.!The!inclusion!of!the!individual!weights!did!not!materially!affect!the!conclusions!from!Section!8.4,!as!evidence!was!found!to!support!each!of!the!three!hypotheses!tested!by!this!chapter.!!The! second! robustness! test,! undertaken! in! Subsection! 8.5.3,! regressed! the!models! using! restricted! likelihood! estimation.! The! use! of! restricted! likelihood!estimation!instead!of!maximum!likelihood!estimation!did!not!affect!the!findings!for! H8.1! or! H8.3.! The! choice! of! estimation! procedure! did,! however,! affect! the!findings! for! H8.2,! as! Subsection! 8.5.3! only! found!weak! evidence! of! a! negative!relationship! between! past! economic! development! and! current! levels! of!religiosity.!!Subsection! 8.5.4! presented! the! results! of! the! third! and! final! robustness! test,!which! tested! for! non\linearities! in! the!model.! The! inclusion! of! non\linearities!does! not! affect! the! findings! in! relation! to! H8.1! or! H8.3.! Evidence! was! found,!however,! that! religiosity! has! an! inverted! ‘u\shaped’! relationship! with! past!economic! development.! This! finding,! however,! is! sensitive! to! the! model!estimation!method,!and!whether!past!national!levels!of!religiosity!were!included!in!the!model!as!a!non\linear!term.!
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!Section!8.5!therefore!concludes!that!the!findings!in!relation!to!H8.1!and!H8.3!are!robust,!as!there!is!strong!evidence!that!an!increase!in!the!level!of!GDP!per!capita!within!a!nation!will!lead!to!an!increase!in!post\materialist!values,!and!a!decrease!in!attitudes!towards!the!Judeo\Christian!family.!The!findings!in!relation!to!H8.2,!however,! are! not! robust,! as! the! statistical! significance! of! the! relationship!between! economic! development! and! religiosity! depends! upon! the! estimation!method! used! to! regress! the! model.! Furthermore,! there! is! evidence! of! a! non\linear!relationship!between!economic!development!and!religious!beliefs!within!a!nation,!where!increasing!economic!development!leads!to!a!decrease!(increase)!in!religious!belief!in!poorer!(richer)!nations.!!!
8.6$CONCLUSION$!
8.6.1$OVERVIEW$AND$DISCUSSION$!The!research!question!this!chapter!answered! is! ‘to!what!extent!does!economic!development!shape!individual’s!values,!attitudes,!and!beliefs?’!This!chapter!was!motivated!by!a!desire!to!subject!the!claims!of!Grand!Transition!Theorists!to!high!level!empirical!testing.!This!chapter!identified!post\materialist!values,!religiosity!and! attitudes! towards! the! nuclear! family! as! three! informal! institutions! that!Grand!Transition!Theorists!believe!are!driven!by!economic!factors.!!Three!hypotheses!were!developed!to!investigate!the!research!question,!one!for!each! informal! institution.! These! hypotheses! predict! that! higher! levels! of!
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economic!development!within!a!nation!will!lead!to!citizens!having!higher!levels!of! post\materialist! values,! and! lower! levels! of! both! religiosity! and! attitudes!towards! the! nuclear! family.! This! chapter! used! principal! component! factor!analysis!to!construct!measures!for!two!of!these!informal!institutions!using!data!collected! from! the! World! Values! Survey.! The! third! informal! institution! was!directly!measured! by! the! Survey.! A!mixed! linear!model!was! developed! to! test!each!of!these!hypotheses.!!This! chapter! found! evidence! suggesting! that,! as! a! nation! becomes! more!economically! developed,! citizens! develop! higher! levels! of! post\materialist!values.!This!finding!is!consistent!with!those!of!Inglehart!(1971),!Abramson!and!Inglehart!(1986,!1987),!and!Maslow’s!(1943)!the!hierarchy!of!needs.!!!Evidence!was!also!found!to!suggest!that,!as!a!nation!becomes!more!developed,!its!citizens!will!experience!a!decline!in!their!religiosity.!This!finding!is!consistent!with!the!theory!developed!by!Norris!and!Inglehart!(2004),!and!the!instrumental!variable! analysis! of! Barro! and! McCleary! (2006a).! This! finding,! however,! is!sensitive!to!the!model!estimation!method!used.!Furthermore,!there!is!evidence!that! this! relationship! may! be! non\linear,! whereby! increasing! economic!development! leads! to! a! decrease! (increase)! in! religiosity! in! poorer! (richer)!nations.!!!Finally,! this! chapter! found! that! as! a! nation! becomes! more! economically!developed,!its!citizens!will!place!less!importance!on!the!Judeo\Christian!concept!of!the!family.!This!finding!is!consistent!with!Tilley’s!(2012)!interpretation!of!the!
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Communist! Manifesto,! and! also! Sterns! (1948)! perspective! on! Engels!understanding!of!the!family.!!
8.6.2$LIMITATIONS$AND$FUTURE$RESEARCH$!The!major! limitation!of! this! chapter! is! a! restriction!on! the! availability! of! data.!This!limitation!is!primarily!driven!by!the!unbalanced!nature!of!the!World!Values!Survey,! and! the! continual! updates! to! the! questions! asked! in! each!wave! of! the!Survey.!Despite!this!limitation,!this!chapter!developed!a!framework!which!other!researchers!may!replicate!to!test!the!relationship!between!other!individual!level!values,!attitudes,!and!beliefs!and!economic!development.!! !
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CHAPTER$9:$CONCLUSION$
9.1$OVERVIEW$OF$THESIS$!Chapter! 1! motivated! this! thesis! by! a! desire! to! empirically! test! the! theories!linking!informal!institutions!and!economic!outcomes.!This!motivation!originated!from!Banfield’s!(1958,!p8)!identification!of!the!“crucial!importance”!of!culture!in!explaining! economic! development! throughout! the! world.! Understanding! the!relationship!between! informal! institutions!and!economic!outcomes! is!essential!to! expanding! our! knowledge! of! how! the! economy! functions,! and! to! the! non\economic!factors!driving!economic!growth!and!development.!!Chapter!2!reviewed!the!literature!examining!the!relationship!between!informal!institutions!and!economic!outcomes.!This!involved!a!review!of!the!development!of!the!Institutionalist!tradition!within!economics,!and!an!examination!of!the!key!theories! and! empirical! studies! in! the! literature.! The! review! culminated! in! the!development!of!an!integrated!theory,!whereby!certain!informal!institutions!are!understood! to! drive! economic! growth! and! development,!which! in! turn,! shape!other!informal!institutions!within!each!nation.!!Chapter!3!began!the!empirical!analysis!of!this!thesis!by!examining!the!extent!to!which! Hofstede’s! (1980)! cultural! indices! explain! economic! growth! and!development! across! nations.! The! analysis! found! evidence! that! nations! with!lower! cultural! levels! of! Uncertainty! Avoidance! will! tend! to! experience! higher!levels!of!economic!growth!and!development.!This! finding,!however,!appears! to!
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be!contingent!upon!a!nation!having!strong!legal!rights.!It!was!concluded!that!the!existence! of! these! legal! rights! create! a! level! of! certainty! in! the! business!environment! that!allows!businesses! to! tolerate!a!degree!of!calculated!business!risk.!!!Chapter! 3! also! found! evidence! that! nations!with! lower! levels! of! Individualism!will!experience!higher! levels!of!economic!growth!and!development.!This!result!was! unexpected,! and! is! perhaps! best! explained! by! Brewer! and! Venaik! (2011)!who! propose! that!Hofstede!mislabelled! this! index.! Using! Brewer! and! Venaik’s!(2011)!labelling!of!the!index,!Chapter!3!found!that!nations!with!higher!levels!of!Work!Orientation!(and!lower!levels!of!Self\Orientation)!will! tend!to!experience!higher!levels!of!economic!growth!and!development.!!Chapter! 4! extended! the! analysis! of! Hofstede’s! (1980)! cultural! indices! by!applying! Structural! Equation! Modelling.! Like! Chapter! 3,! the! analysis! found!evidence! that! nations!with! lower! cultural! levels! of!Uncertainty!Avoidance!will!tend! to!experience!higher! levels!of!economic!growth.!Evidence!was! found! that!governments! can! increase! the! cultural! level! of! Uncertainty! Avoidance! within!their!nations!by! improving! the!enforcement!mechanisms! in! their! legal! system.!This! is! consistent! with! the! interpretation! in! Chapter! 3! that! better! legal!protections!allow!businesses!to!take!calculated!risks.!Nations!with!higher!levels!of!Masculinity!were!also!found!to!experience!higher!levels!of!economic!growth.!!Chapter! 4! found! evidence! that! both! Power! Distance! and! Individualism! are!driven!by!economic!factors.!Applying!Brewer!and!Venaik’s!(2011)!labelling,!the!
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chapter! concluded! that! higher! levels! of! economic! development! lead! to! higher!levels! of! Self\Orientation.! This! is! associated! with! a! lower! level! of! Work!Orientation!within!societies,!and!thus,!lower!levels!of!future!economic!growth.!!Chapter!5!introduced!the!GLOBE!study!to!this!thesis,!which!is!often!held!up!as!a!rival!to!Hofstede’s!(1980)!cultural!study,!thus!making!its!inclusion!compulsory.!Chapter!5!explored!how!the!GLOBE!study!conceptualises!and!measures!culture,!and!concluded!that!the!GLOBE!‘practices’!indices!do!not!only!measure!informal!institutions.! Instead,! these! indices! capture! the! entirety! of! the! institutional!environment!within!each!nation.!!Chapter!6!continued!the!analysis!of!the!GLOBE!study!by!examining!the!extent!to!which!the!GLOBE!‘practices’!indices!explain!differences!in!economic!growth!and!development! across! nations.! Higher! levels! of! Assertiveness! were! found! to!explain!higher!levels!of!economic!growth!and!development!across!nations.!The!findings! suggested!a!non\linear! relationship!between! Institutional!Collectivism!and! economic! outcomes,! whereby! an! increase! in! Institutional! Collectivism! in!nations!with! lower!(higher)! levels!of! Institutional!Collectivism!will!result! in!an!increase! (decrease)! in! both! economic! growth! and! development.! The! turning!point! of! this! relationship,! however,! is! at! the! upper! end! of! Institutional!Collectivism! index,! so! with! a! few! exceptions,! an! increase! in! Institutional!Collectivism! will! lead! to! higher! levels! of! economic! growth! and! development!across! nations.! Evidence!was! also! found! of! a! non\linear! relationship! between!Performance!Orientation!and!economic!outcomes,!but!this!relationship!was!only!significant!in!one!of!the!three!robustness!tests.!
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!Chapter!6!also!observed!that!if!the!GLOBE!regression!predicted!indices!are!used!(instead! of! the! standard! indices),! both! Future! Orientation! and! Assertiveness!explain! differences! in! economic! growth! and! development! across! nations.! The!findings! of! Chapter! 6! remain! valid! if! the! interpretation! of! the! GLOBE! indices!proposed!in!Chapter!5!is!rejected.!!Chapter!7!began!the!empirical!analysis!of!the!World!Values!Survey.!Building!on!Marini’s! (2004)! conceptual! framework,! the! chapter! redeveloped! his!measurement!of!culture!using!principal!component! factor!analysis!on!different!groupings!of!questionnaire! items! from!the!World!Values!Survey.!Evidence!was!found! that! the! Limited! Good! Syndrome! has! a! non\linear! relationship! with!economic!growth,!whereby!average!scores!of!the!cultural!concept!explain!higher!levels!of!economic!growth,!while!more!extreme!scores!are!associated!with!lower!levels!of!economic!growth.!The!Generalized!Trust!Syndrome!was!also! found!to!be!non\linearly!related! to!economic!growth,!but!since! the! turning!point!of! this!relationship! is! amongst! the! lowest! measures,! higher! levels! of! this! cultural!concept!tend!to!be!associated!with!higher!levels!of!economic!growth.!!Chapter!7!also!found!that!the!nature!of!these!relationships!change!depending!on!the!level!of!economic!development!within!each!nation.!In!Emerging!Markets!and!Developing!Economies,!evidence!is!found!that!economic!growth!is!explained!by!higher! levels!of! the!Limited!Good!and!Achievement!cultural!measures,!but!also!by! lower! levels!of! the!Generalizable!Trust!measure.!Unfortunately,! restrictions!on!the!sample!size!prevented!a!more!robust!analysis!of!these!differences.!
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!Chapter! 8! reversed! the! direction! of! analysis! by! examining! how! economic!development! influences! the! values,! attitudes,! and! beliefs! of! individuals.! This!analysis! was! undertaken! by! applying! data! collected! from! the! World! Values!Survey! to! a! series! of! mixed! linear! models.! The! chapter! found! evidence!suggesting!that!higher!levels!of!economic!development!within!a!nation!leads!to!higher! levels! of! post\materialistic! values! amongst! that! nation’s! citizens.!However,!this!economic!development!also!leads!to!a!decline!in!attitudes!towards!the!Judeo\Christian!understanding!of!the!family.!!Chapter!8!also!found!evidence!that!higher!levels!of!economic!development!lead!to! lower! levels! of! religiosity! within! each! nation.! This! finding,! however,! is!sensitive! to! the! model! estimation! method! used.! Furthermore,! there! is! an!indication! that! this! relationship! may! be! non\linear,! whereby! increasing!economic! development! leads! to! a! decrease! (increase)! in! religiosity! in! poorer!(richer)!nations.!!
9.2$FINAL$DISCUSSION$AND$FUTURE$RESEARCH$!After! reviewing! a! series! of! stylised! facts! on! economic! growth! across! nations,!Robert!E!Lucas!Jr.!commented:!! “I!do!not! see!how!one!can! look!at! figures! like! these!without! seeing!them!as!representing!possibilities.!Is!there!some!action!a!government!of!India!could!take!that!would!lead!the!Indian!economy!to!grow!like!
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Indonesia’s!or!Egypt’s?!If!so,!what!exactly?!If!not,!what!is!it!about!the!‘nature! of! India’! that! makes! it! so?! The! consequences! for! human!welfare!involved!in!questions!like!these!are!simply!staggering:!Once!one! starts! to! think! about! them,! it! is! hard! to! think! about! anything!else.”!(Lucas!1988,!p5).!!!This! thesis! addresses! Lucas’s! questions! by! examining! ‘what! it! is! about! the!nature’! of! each! nation! that! allows! it! to! (or! prevents! it! from)! growing! and!developing.! The! answer! comes! from! nations! having! their! own! set! of! informal!institutions,! which! drive! the! formal! institutions,! governance! structures,! and!ultimately! the! economy! of! each! nation! (North! 1998,! Williamson! 2000).! This!thesis!identified!a!series!of!these!institutions,!and!examined!the!role!they!play!in!explaining!economic!growth!and!development,!both!within!and!across!nations.!Thus,! the! analysis! contributes! to! the! explanation! of! why! some! nations!experience!economic!growth!and!development,!and!why!others!do!not.!!This! thesis! developed! an! integrated! theory,! whereby! (Type! A)! informal!institutions! were! expected! to! drive! economic! development,! which! in! turn!changes! a! different! set! of! informal! institutions! (Type! B).! As! this! thesis! is!primarily!an!empirical!study,!the!theoretical!distinction!between!these!types!of!informal!institutions!is!left!for!other!researchers.!!!The!development!of!the! integrated!theory!allowed!this!thesis!to!examine!some!of! the! consequences! of! economic! development! within! nations.! The! analysis!found!evidence!that!economic!development!fundamentally!changes!some!of!the!
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informal! institutions!within! each! nation,! which! is! expected! to! have! long\term!consequences!on!both!formal!institutions!and!governance!structures.!!The!findings!of!this!thesis,!expressed!within!the!integrated!theory,!are!presented!in!Figure!9.1.!!
Figure$9.1:$Summary$of$Findings$
!Figure!9.1!summaries! the! findings!of! this! thesis!within! the! integrated! theory!shown! in!Figure!2.2.!Note! that! the!word!informal!is!included!in!brackets,!as!this!thesis!proposes!that!the!GLOBE!indices!are!not!measures!of!informal!institutions.!!!This! thesis! affirms! the! importance! of! informal! institutions! in! understanding!economic! growth! and! development.! Each! empirical! chapter! of! this! thesis!
TYPE$A$(INFORMAL)$INSTITUTIONS$
Hofstede$(1980)$Uncertainty!Avoidance;!Individualism/Work\Orientation;!Masculinity!
GLOBE$study$Performance!Orientation;!Future!Orientation;!Assertiveness;!Institutional!Collectivism;!!
World$Values$Survey/Marini$(2004)$Limited!Good!Syndrome;!Achievement!Orientation;!Generalized!Trust!
ECONOMIC$GROWTH$AND$DEVELOPMENT$
TYPE$B$(INFORMAL)$INSTITUTIONS$
Hofstede's$(1980)$$Power!Distance;!Individualism/Self\Orientation!
World$Values$Survey:$Post\Materialistic!Values;!Religiosity;!Attutdes!towards!the!Judeo\Christian!Family!
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identified! the! limitations! relating! to! its! analysis,! and! used! these! limitations! to!suggest!avenues!for!future!research.!In!addition!to!these!suggestions,!it!is!hoped!that! this! thesis! inspires! others! to! incorporate! informal! institutions! into! their!economic! analyses.! This! will! lead! to! improvements! in! our! understanding! of!economic! phenomena,! and! hopefully! to! the! dramatic! improvements! in! human!welfare!that!Lucas!(1988)!envisioned.!!!! !
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